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PUBLIC TELECOMMUNICATIONS ACT OF 1981 



MONDAY, APRIL 6, 1981 

U.S. Senate, 
Committee on Commerce, Science, and Transportation, 

Subcommittee on Communications, 

Washington, D.C. 
The subcoihmittee met at 10:05 a.m. in room 235 of the Russell 
Senate Office BuUding; Hon. Larry Pressler, presiding. 

OPENING STATEMENT BY SENATOR PRESSLER 

Senator Pressler. I call this meeting to order. Today we begin 2 
days of hearings on S. 720, the Public Telecommunications Act of 
1981. It reauthorizes appropriations for the support of public tele- 
communications activities. It also retains the advanced authoriza- 
tion and appropriations scheme established by Congress in 1975. 

Public broadcasting came about as an alternative to commercial 
television and radio. With Federal support, it has provided the 
American people with innovative programs of high quality and 
abundant creativity. The programs, however, have been too few. 

The contributions of the Federal Government to public telecom- 
munication:? are evident throughout. It is an industry, rapidly 
growing, healthy, and able to garner support from a variety of 
sources. It has a loyal, tenacious, small, but growing audience in 
each local community served by it. Its capabilities to deliver pro- 
grams to the public far surpass those of any similar systein any- 
where in the world. 

It seems clear that in a time of fiscal restraint and belt-tighten- 
ing that Congress propose a way to begin decreasing its support for 
a system that has reached maturity. It's one of our success stories, 
S. 720 is a bold step in proposing new ways to foster freedom of 
existing public telecommunications entities to seek out new ways of 
achieving self-sufficiency. We must take care that we do not de- 
stroy the environment we have created, in which enthusiasm and 
creativity have flourished. As such, S. 720 emphasizes the availabil- 
ity of programs to listeners and viewers, and most importantly, 
seeks to insure that all Americans have access to public audio and 
video programs, especially those communities and audiences whose 
needs are not met by today's system. 

I welcome you on behalf of the Subcommittee on Communica- 
tions, and I might say, our chairman. Senator Goldwater, had to be 
out of town this morning and has asked me to chair this meeting 
in his absence. I look forward to hearing your testimony that will 
guide us as we begin our deliberation in this reauthorization proc- 
ess. 

Senator Cannon, do you have a statement? 

(1) 
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OPENING STATEMENT BY SENATOR CANNON 

Senator Cannon. Today we begin hearings on S. 720, the Public 
Telecommunications Act of 1981. Public Broadcasting was created 
to fulfill an unmet need for an alternative to commercial television 
and radio broadcasting. As the viewing and listening audience 
seeks innovative and creative programing, there exists a greater 
desire for the programs provided by public broadcasting. 

The Congress should establish an environment of enthusiasm 
and creativity so public broadcasting can flourish. The emphasis 
must be placed on distribution of worthwhile programs to the 
listener and viewer. 

Most importantly, we have to insulate Public Broadcasting from 
governmental interference. The funding for public broadcasting 
cannot be decided on the political considerations of airing a partic- 
ular program. The Congress must never be placed in the role as the 
ultimate censor of entertainment, news, or public affairs programs. 
Public Broadcasting will grow only if it is free from congressional 
interference. This can best be accomplished by multiyear authori- 
zations and advance year appropriations. The sponsors of S. 720 
should be commended for these provisions in the bill. I believe any 
public telecommunications legislation that is enacted should in- 
clude these two essential elements. 

I look forward to developing public telecommunications policy 
that will achieve these goals. These hearings are a continuation in 
the process to best meet the needs of each public broadcasting 
station and the communities they service. 

[The bill follows:] 
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97th congress 
18T Session 



S.720 



Entitled the "Public Telecommunications Act of 1981" 



m THE SENATE OF THE UNITED STATES 

Mabch 17 Oegislative day, Febbuaby 16), 1981 
Mr. GoLDWATBB (for himself, Mr. Packwood, Mr. Sghmitt, and Mr. 
Pbessleb) introduced the following biU; which was read twice and referred 
to the Committee on Commerce, Science, and Transportation 



A BILL 

Entitled the "Public Telecommunications Act of 1981". 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Public Telecommunica- 

4 tions Act of 1981". 

5 Sec. 2. (a) Section 396(a) of the Communications Act of 

6 1934 is amended to read as follows: 

7 "Subpart C — Corporation for Public Broadcasting 

8 "declabation op policy 

9 "Sec. 396. (a) The Congress hereby finds and declares 
10 that- 
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1 ''(1) it is in the public interest to encourage the 

2 growth and development of public audio and video pro- 

3 grams, however delivered. Such services may include 

4 those that may promote instructional, educational, and 

5 cultural ends; 

6 "(2) expansion and development of diversified 

7 public audio and video programs depend on freedom, 

8 > imagination, and initiative on both local and national 

9 levels; 

10 '*(3) the encouragement and support of public 

1 1 audio and video programs, while matters of importance 

12 for private and local development, are also of appropri- 

13 ate and important concern to the Federal Government; 

14 '*(4) it furthers the general welfare to encourage 

15 public audio and video program services which will be 

16 responsive to the interests of people both in particular 

17 localities and throughout the United States, and which 

18 will constitute an expression of diversity and excel- 

19 lence; 

20 "(5) it is necessary and appropriate for the Feder- 

21 al Government to complement, assist, and support a 

22 national policy that will most effectively make public 

23 audio and video programs available to all citizens of 

24 the United States; and 
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1 "(6) the Corporation for Public Broadcasting cre- 

2 ated pursuant to the Public Broadcasting Act of 1967, 

3 as amended, is the appropriate entity to facilitate the 

4 development of public audio and video programs, and 

5 to afford maximum protection from extraneous interfer- 

6 ence and control/'. 

7 (b) Subsection (c) of section 396 of such Act is amended 

8 to read as follows: 

9 "Board of Directors 

10 "(eXl) The Corporation for Public Broadcasting shall 

11 have a Board of Directors (hereinafter in this section referred 

12 to as the 'Board'), consisting of the President of the Corpora- 

13 tion and six members appointed by the President, by and 

14 with the advice and consent of the Senate. No more than four 

15 members of the Board appointed by the President may be 

16 members of the same political party. The President of the 

17 Corporation shall serve as the Chairman of the Board. 

18 "(2) The six members of the Board appointed by the 

19 President (A) shall be selected from among citizens of the 

20 United States (not regular full-time employees of the United 

21 States) who are eminent in such fields as education, cultural 

22 and civic affairs, or the arts, including radio and television; 

23 (B) shall be selected so as to provide as nearly as practicable 

24 a broad representation of various regions of the country, var- 

25 ious professions and occupations, and various kinds of talent 
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1 and experience appropriate to the functions and responsibil- 

2 ities of the Corporation. 

3 "(3) The members of the initial Board of Directors shall 

4 serve as incorporators and shall take whatever actions are 

5 necessary to establish the Corporation under the District of 

6 Columbia Nonprofit Corporation Act. 

7 "(4) The term of office of each member of the Board 

8 appointed by the President shall be five years;, except that 

9 (A) any member appointed to fill a vacancy occurring prior to 

10 the expiration of the term for which his predecessor was ap- 

11 pointed shall be appointed for the remainder of such term; 

12 and (B) any term that shall be expired on the date of enact- 

13 ment of the Public Telecommunications Act of 1981 shall not 

14 be filled, and all other such expired terms occurring subse- 

15 quent to enactment shall not be filled until the number of 

16 members of the Board appointed by the President has been 

17 reduced to less than six. No member shall be eligible to serve 

18 in excess of two consecutive terms of five years each. 

19 ''(5) Any vacancy in the Board shall not affect its 

20 power, but shall be filled in the manner consistent with this 

21 Act. 

22 "(6) Meetings of the Board shall be held in Washington, 

23 District of Columbia'\ 

24 (c) Subsection (d) of section 396 of such Act is amended 

25 to read as follows: 
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1 "Election of the Vice Chairman; Compensation 

2 "(d)(1) Members of the Board shall annually elect one or 

3 more of their members as a Vice Chairman or Vice Chair- 

4 men. 

5 ''(2) The members of the Board shall not, by reason of 

6 such membership, be deemed to be officers or employees of 

7 the United States. They shall, while attending meetings of 

8 the Board or while engaged in duties related to such meet- 

9 ings or other activities of the Board pursuant to this subpart 

10 be entitled to receive compensation at the rate of $150 per 

11 day including traveltime. Such compensation shall be paid 

12 only when such meetings or activities of the Board take place 

13 outside the Board member's State of residence. No Board 

14 member shall receive compensation of more than $10,000 in 

15 any one fiscal year. While away from their homes or regular 

16 places of business. Board members shall be allowed travel 

17 and actual, reasonable and necessary expenses.". 

18 (d) Subsection (eKl) of section 396 of such Act is 

19 amended by — 

20 (1) striking ''the Chairman and any" and substi- 

21 tutmg "a"; and 

22 (2) striking ''from any source other than the Cor- 

23 poration during the period of and substituting "for 

24 services rendered during". 
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1 (e) Subsection (g) of section 396 of such Act is amended 

2 to read as follows: 

3 "Purposes and Activities of Corporation 

4 ''(g)(1) In order to achieve the objectives and to carry 

5 out the purposes of this subpart, as set out in subsection (a), 

6 the Corporation is authorized to-* 

7 "(A) facilitate the availability to all the people of 

8 the United States of pubUc audio and video programs 

9 of high quality, diversity, creativity, excellence, and in- 

10 novation, which are obtained from diverse sources, and 

11 made available throu^ public teleconmiunications enti- 

12 ties or through other entities on a nonconunercial, non- 
13 profit or sustaining basis. The Corporation shall carry 

14 out the objectives of this subpart with strict adherence 

15 to objectivity and balance in all programs or series of 

16 programs of a controversial nature; and 

17 "(B) carry out its purposes and functions and 

18 engage in its activities in ways that will most effective- 

19 ly assure the maximum freedom of the public telecom- 

20 munications entities and systems from interference 

21 with, or control of, program content or other activities. 

22 "(2) In order to carry out the purposes set forth in sub- 

23 section (a), the Corporation is authorized to- 
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1 ''(A) obtain grants from and make contracts with 

2 individuals and with private, State, and Federal agen- 

3 cies, organizations, and institutions; 

4 ''(B) contract with or make grants to public tele- 

5 conmiunications entities, and independent producers 

6 and production entities, for the production or acquisi- 

7 tion of public audio and video programs to be made 

8 available for use by public telecomimunications entities 

9 or other entities on a nonconmiercial, nonprofit or sus- 

10 taining basis; 

11 ''(C) establish and maintain, or contribute to, a li- 

12 brary and archives of public audio and video programs 

13 and related materials and develop public awareness of, 

14 and disseminate information about, public audio and 

15 video programs by various means, including the publi- 

16 cation of a journal; 

17 "(D) hire or accept the voluntary services of con- 

18 sultants, experts, advisory boards, and panels to aid 

19 the Corporation in carrying out the purposes of this 

20 subpart, and the purposes set forth in subsection (a); 

21 "(E) conduct (directly or through grants or con- 

22 tracts) research, demonstrations, or training in matters 

23 related to public television or radio broadcasting and 

24 the use of nonbroadcast commimications technologies 
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1 for the dissemination of noncommercial educational and 

2 cultural television or radio programs; and 

3 "(F) take such other actions as may be necessary 

4 to accomplish the purposes of this subpart and the pur- 

5 poses set forth in subsection (a). 

6 Nothing contained in this paragraph shall be construed to 

7 commit the Federal Government to provide any sums for the 

8 payment of any obligation of the Corporation which exceeds 

9 amounts provided in advance in appropriation Acts. 

10 "(3) To carry out the foregoing purposes and engage in 

1 1 the foregoing activities, the Corporation shall have the usual 

12 powers conferred upon a nonprofit corporation by the District 

13 of Columbia Nonprofit Corporation Act (D.C. Code, sec. 

14 29-1001), except that the Corporation is prohibited from — 

15 **(A) owning or operating any television or radio 

16 broadcast station, system, or network, community an- 

17 tenna television system, interconnection system or fa- 

18 cility, program production facility, or any public tele- 

19 communications entity, system, or network; and 

20 "(B) producing audio and video programs, or 

21 scheduling their electronic dissemination to the public 

22 via broadcast or cable technologies. 

23 "(4) All meetings of the Board of Directors of the Cor- 

24 poration, including any committee of the Board, shall be open 
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1 to the public under such terms, conditions, and exceptions as 

2 are set forth in subsection (kK4).". 

3 (0 Paragraph (2) of subsection (h) of section 396 of such 

4 Act is amended to read as follows: 

5 ''(2) Subject to such terms and conditions as may be 

6 established by public telecommunications entities receiving 

7 space satellite interconnection facilities or services purchased 

8 or arranged for in whole or in part with funds made available 

9 pursuant to this Act, other public telecommunications entities 

10 shall have reasonable access to such facilities or services for 

1 1 the distribution of public audio and video programs to public 

12 teleconununications entities. Any remaining capacity shall be 

13 made available to other persons for the transmission of public 

14 audio and video programs at a charge or charges comparable 

15 to the charge or charges, if any, imposed upon a public tele- 

16 conununications entity for the distribution of public audio and 

17 video programs to public telecommunications entities. No 

18 such person shall be denied such access whenever sufficient 

19 capacity is available.''. 

20 (g) Subsection (k) of section 396 of such Act is amended 

21 to read as follows: 

22 "Financing; Open Meetings and Financial Records 

23 ''(kKl)(A) There are authorized to be appropriated for 

24 operations of the Corporation pursuant to this subpart 
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1 $110,000,000 for the fiscal yeax 1984, $100,000,000 for the 

2 fiscal year 1985, and $100,000,000 for the fiscal year 1986. 

3 ''(B) Funds appropriated under this subsection shall 

4 remain available until expended. 

5 "(2)(A) The funds authorized to be appropriated by this 

6 subsection shall be used by the Corporation, in a prudent and 

7 financially responsible manner, splely for its grants, con- 

8 tracts, and administrative costs, except that the Corporation 

9 may not use any funds appropriated under this subpart for 

10 purposes of conducting any reception, or providing any other 

11 entertainment, for any officer or employee of the Federal 

12 Government or any State or local government. 

13 "(B) Funds appropriated and made available under this 

14 subsection shall be disbursed by the Secretary of the Treas- 

15 ury on a quarterly basis, in such amounts as the Corporation 

16 certifies to the Secretary will be necessary to meet its finan- 

17 cial obligations in the succeeding quarter. 

18 "(3)(A) The Corporation shall reserve for distribution 

19 among the licensees and permittees of public television and 

20 radio stations an amount equal to 50 percent of such funds in 

21 each fiscal year. 

22 "(B)(i) The Corporation shall establish an annual budget 

23 of its Federal appropriations according to which it shall make 

24 grants and contracts for production of public audio and video 

25 programs by independent producers and production entities 
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1 and public telecommunications entities, for acquisition of such 

2 programs by public telecommunications entities, for distribu- 

3 tion of funds among public teleconmiunications entities, for 

4 engineering and program-related research, and for promotion 

5 of training and other projects designed to increase and 

6 enhance the role of minorities and women in public 

7 teleconununications. 

8 ''(ii) All funds cont$iined in the annual budget of the 

9 Federal appropriations established by the Corporation under 

10 clause (i) shall be distributed to entities outside the Corpora- 

11 tion and shall not be used for the general administrative costs 

12 of the Corporation, the salaries or related expenses of Corpo- 

13 ration personnel and members of the Board, or for expenses 

14 of consultants and advisers to the Corporation. 

15 "(iii) During each of the fiscal years 1981, 1982, 1983, 

16 1984, 1985, and 1986 the annual budget established by the 

17 Corporation under clause (i) shall consist of not less than 95 

18 percent of the funds made available by the Secretary of the 

19 Treasury to the Corporation pursuant to paragraph (2)(A). 

20 "(C) In fiscal years 1981, 1984, 1985, and 1986, the 

21 Corporation may expend an amount equal to not more than 5 

22 percent of the funds made available by the Secretary of the 

23 Treasury during such fiscal year pursuant to paragraph (2KA) 

24 for those activities authorized under subsection (g)(2) which 
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1 are not among those grant activities described in subpara- 

2 graph (B). 

8 ''(4) Funds may not be distributed pursuant to this sub- 

4 section to the PubUc Broadcasting Service or National Public 

6 Radio (or any successor organization), or to the licensee or 

6 permittee of any public broadcast station, unless the govem- 

7 ing body of any such organization, any conunittee of such 

8 governing body, or any advisory body of any such organiza- 

9 tion, holds open meetings preceded by reasonable notice to 

10 the public. All persons shall be permitted to attend any meet- 

11 ing of the Board, or of any such committee or body, and no 

12 person shall be required, as a condition to attendance at any 
18 such meeting, to register such person's name or to provide 

14 any other information. Nothing contained in this paragraph 

15 shall be construed to prevent any such Board, committee, or 

16 body from holding closed sessions to consider matters relat- 

17 ing to individual employees, proprietary information, litiga- 

18 tion and other matters requiring the confidential advice of 

19 counsel, conunercial or financial information obtained from a 

20 person on a privileged or confidential basis, or the purchase 

21 of property or services whenever the premature exposure of 

22 such purchase would compromise the business interests of 

23 any such organization. If any such meeting is closed pursuant 

24 to the provisions of this paragraph, the organization involved 

25 shall thereafter (within a reasonable period of time) make 
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1 available to the public a written statement containing an ex- 

2 planation of the reasons for closing the meeting. 

3 ''(5) Funds may not be distributed pursuant to this sub- 

4 section to any public teleconununications entity that does not 

5 maintain for public examination copies of the annual financial 

6 and audit reports, or other information regarding finances, 

7 submitted to the Corporation pursuant to subsection Q)(3)(B). 

8 "(6)(A) The Corporation, in consultation with public 

9 television and radio licensees, shall review annually the crite- 

10 ria and conditions regarding the division and distribution of 

11 funds reserved pursuant to paragraph (3)(A) among public 

12 television and radio stations. 

13 **(B) The funds reserved for public broadcast stations 

14 pursuant to paragraph (SKA) shall be divided into two por- 

15 tions, one to be distributed among radio stations and one to 

16 be distributed among television stations. Except as provided 

17 in paragraph <8), the Corporation shall make a basic program 

18 grant from the portion reserved for television stations to each 

19 licensee and permittee of a public television station that is on 

20 the air. The balance of the portion reserved for television 

21 stations and the total portion reserved for radio stations shall 

22 be distributed to licensees and permittees of such stations in 

23 accordance with eligibility criteria that promote the public 

24 interest in public audio and video programs, and on the basis 

25 of a formula designed to — 
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1 "(i) provide for the programing needs and require- 

2 ments of stations in relation to the communities and 

3 audiences such stations undertake to serve; and 

4 "(ii) except as provided in paragraph (8), assure 

5 that each eligible licensee and permittee of a public 

6 radio station receives a basic program grant. 

7 "(7) The funds distributed pursuant to paragraph (3)(A) 

8 may be used at the discretion of the recipient for purposes 

9 related exclusively to the production or acquisition of public 

10 audio or video programs. 

11 ''(8) Funds distributed pursuant to this subpart to any 

12 public telecommunications entity which during any fiscal year 

13 has filed or was required to file a return with the Internal 

14 Revenue Service declaring unrelated business income related 

15 to station operations under section 501 of the Internal Reve- 

16 nue Code, shall refund to the Corporation an amount equal to 

17 the amount of unrelated income as stated in such filed return. 

18 '*(9) Notwithstanding any provisions of this subpart, no 

19 basic program grant to any public television or radio station 

20 shall exceed the sum of $1,000,000.". 

21 (h) Subparagraph (B) of subsection 0)(3) of section 369 

22 of such Act is amended by — 

23 (1) striking '*an annual" and substituting "a bian- 

24 nual" in clause (ii); and 
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1 (2) striking ''annually'' and substituting ''bian- 

2 nually" in clause (iii). 

3 Sec. 3. Section 397 of the Communications Act of 1934 

4 is amended by — 

5 (1) striking paragraph (9); 

6 (2) redesignating paragraph (10) as paragraph (9); 

7 (3) inserting after paragraph (9) (as redesignated 

8 by paragraph (2) of this subsection) the following: 

9 "(10) The term 'public audio and video programs' 

10 means programs licensed, distributed, and disseminated on a 

11 noncommercial, nonprofit, or sustaining basis."; and 

12 (4) striking "Health, Education, and Welfare" 

13 and substituting "Healdi and Human Services" in 

14 paragraph (15). 

15 Sec. 4. Section 398(b)(3) of the Communications Act of 

16 1934 is amended by — 

17 (1) striking "any information which the Corpora- 

18 tion may require to satisfy itself that such" and substi- 

19 tuting "such information as will demonstrate that the" 

20 in subparagraph (A); 

21 (2) striking "requirements" and substituting "pro- 

22 vision" in subparagraph (A); 

23 (3) striking the last sentence in subparagraph (A) 

24 and substituting: "The Secretary shall instruct the 

25 Corporation as to the type of information that the Cor- 
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1 poration shall require that is probative of the issue of 

2 compliance with equal opportunity standards.''; 

3 (4) striking ''is not satisfied that any such person 

4 is" and substituting ''has reason to believe that any 

5 such person is not'' in subparagraph (B); 

6 (5) striking "in employment" the first time it ap- 

7 pears in subparagraph (B); and 

8 (6) striking the last sentence of subparagraph (B). 

9 Sec. 5. Section 399 of the Conmiunications Act of 1934 

10 is amended by — 

11 (1) striking "; becobdings op cebtain pbo- 

12 OBAMS" in the heading thereof; and 

13 (2) inserting "that receives a basic grant pursuant 

14 to this Act," after "station" in subsection (a). 

15 Sec. 6. Section 399(b) of the Conmiunications Act of 

16 1934 is repealed. 

17 Sec. 7. Section 391 of the Conmiunications Act of 1934 

18 is amended by inserting "and $16,000,000 for the fiscal year 

19 1982, $11,000,000 for the fiscal year 1983, and $7,000,000 

20 for the fiscal year 1984," after "1981,". 

21 Sec. 8. (a) Except as provided in subsection (b) the 

22 amendments made by this Act shall take effect October 1, 

23 1983. 
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1 (b) The amendments made by subsections (b), (c), and (d) 

2 of section 2, paragraph (4) of section S, and sections 4, 5, 6, 

3 and 7 shall take effect on the date of enactment of this Act. 
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Senator Pressler. Let me call as our first witness, Mr. Robben 
W. Fleming, president. Corporation for Public Broadcasting and, 
indeed, we do have a panel which I shall introduce, and perhaps he 
would introduce his board members. We also have Hon. Dale Hat- 
field, Acting Assistant Secretary for Communications and Informa- 
tion. He will be the next witness. National Telecommunications 
and Information Administration in Washington, D.C. 

Perhaps it would be most appropriate if Mr. Fleming would 
introduce his board members, as he wishes. 

Mr. Fleming. 

STATEMENT OF ROBBEN W. FLEMING, PRESIDENT, CORPORA. 
TION FOR PUBLIC BROADCASTING, ACCOMPANIED BY LILLIE 
E. HERNDON, CHAIRMAN, BOARD OF DIRECTORS; SHARON 
ROCKEFELLER, VICE CHAIRMAN; AND MICHAEL KELLEY, 
MEMBER OF THE BOARD 

Mr. Fleming. Thank you. Senator Pressler. We appreciate this 
opportunity to appear before you and your committee with respect 
to S. 720. On my immediate left is Mrs. Lillie Hemdon, South 
Carolina, who is the chairman of the board. On my immediate 
right is Sharon Rockefeller from West Virginia, who is the vice 
chairman of the board, and on my far right is Michael Kelley from 
Virginia, who is a member of the board. 

Mr. Chairman, I will speak first and then, if we may, starting 
with Mrs. Herndon, the other members have brief statements to 
make. I will submit my statement for the record, and will try to 
summarize it in roughly 5 minutes. 

I should say the bill came out so late and our own internal 
analysis of it came out so late, that it was not possible for us to 
have a board session, in which the board could take positions on 
the bill. The board members here today will reflect their views. 

Therefore, the views expressed in my testimony, are essentially 
my personal views, though they are largely the views of the CPb 
management. 

We are enormously pleased that you have included in the bill the 
multiyear funding and the 2-year advance funding. Those are prin- 
ciples which we have pressed hard for because we think they are 
very important. And we are, therefore, pleased that you have incor- 
porated them in the bill. 

The next item my testimony deals with, has to do with the board 
of directors. You have proposed a reduction in size from 15 to 7. 1 
have indicated that I believe a reduction in numbers is justified. I 
would pick the number nine, rather than seven. I believe the 
proper diversity in the board can be maintained within those num- 
bers, and I would, therefore, encourage that reduction. There have 
always been criticisms of the manner in which board members are 
selected. The most frequent criticism has been that there ought to 
be some kind of a panel which could propose a list of names to the 
president for consideration, perhaps similar to the way in which 
the bar association proceeds in the selection of judges. I would 
encourage that. 

I believe it is wise to have raised the amount of compensation, 
which is clearly inadequate at $100 a day for the board members 
when they serve. It is now at $150. I think one could easily justify 
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a higher figure than that, given the current cost. Nevertheless, I 
agree that it was wise to increase that amount. 

The bill makes the president of the corporation also the chair- 
man of the board. I want to point out before I testify on that, since 
I am retiring at the end of this year, I would not, in any event, 
serve in that dual position. I believe that's a wise thing to do. I 
would, therefore, encourage making the chairman, both the chair- 
man and the president of the board. As I have said in my testimo- 
ny, I served for 11 years in a dual role at the University of 
Michigan. I believe that's a good procedure. I believe the idea of 
the chairman as a full-time employee of the board is a wise thing. 

I move from that to the funding principles which are involved. 
You dropped the matching principle, which has been a key charac- 
teristic of the act in recent years. At the present ratio of the 
match, the appropriations would nowhere near meet the amount of 
money required. If the intention in the bill is to reduce the amount 
of Federal funding for public broadcasting, the matching principle 
really no longer applies and might as well be dropped. 

I would, myself, give CPB some discretion in the use of incentives 
as to how money is raised. I don't think it has to be on a matching 
basis, and Til speak to that later, if you wish, but I would not 
abandon all incentives. 

The cap amount which you have provided — that no station can 
receive more than $1 million, and there are a few that do receive 
more than that — would result in a redistribution of funds among 
the stations. There are two problems with that it seems to me. 
There is now a provision that no station may receive more than 50 
percent of its total operating funds from Federal sources. 

If this is, indeed, to be a local system, that seems to me to be a 
wise provision. Therefore, there are a certain number of stations 
which could not benefit from additional funds, even with a cap, 
because they would then be over 50 percent. I would encourage 
continuation of the provision that no station receive more than 50 
percent. 

All of the money which you pass onto the stations is labeled 
programing. I would encourage you to leave it unrestricted, rather 
than designating it programing. First, it is very difficult to define 
programing expenses. For instance, is the advertising done in con- 
nection with programing a part of the cost of programing? Most 
stations would say yes. There are great variations there. That ties 
into my second reason, which is that if we at the corporation are to 
audit stations to ascertain that the funds are used for programing, 
I think we will spend more than the savings resulting from not 
auditing NFFS in other areas. 

I must point out that if the reductions are to be as great as they 
are in the authorizations, there would be clearly great difficulty in 
sustaining a number of the stations. 

Finally, I would urge that the language give as much encourage- 
ment as possible to entrepreneurial activities in which the stations 
can raise money. They cannot survive, if they are denied both the 
opportunity to have larger Federal funding and the opportunity to 
make money. 

As to program funding, I am delighted to see that emphasis in 
the money that is given to CPB. I argue at some length in my 
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testimony, that it is wise to put program funds at CPB, I think that 
makes better programing, provides greater access, and allows 
greater innovation in the types of programs. I would also point out 
that our board has said officially that its two primary responsibil- 
ities in terms of funding are, one, to the stations, and two, to retain 
a critical mass of money for programing at CPB. 

I would close by saying that we are pleased to see the facilities 
money put back in the bill. We think that money will be very 
helpful, and I have commented on a number of other points in my 
testimony, which I shall not attempt to cover here, in the interest 
of time. 

[The statement follows:] 

Statement of Robben W. Fleming, President, Corporation for Pubuc 

Broadcasting 

Mr. Chairman, we appreciate the opportunity to appear before you to discuss S. 
720, the Public Telecommunications Act of 1981. 

llie policy-making arm of the Corporation for Public Broadcasting is the Board of 
Directors. The Board has not had time since the introduction of S. 720 to analyze 
and discuss this proposed legislation. Consequently, the views I express today are 
largely my own, but they do pretty well reflect the perspective of CPB management 
Other — more personal — views that I will present flow from my own experience as 
president of the Corporation for the past two and a quarter years. 

For clarity and convenience in discussing the content of the bill, my remarks are 
divided into several sections. They deal, respectively, with the authorization and 
appropriation provisions of the Act, the Board and its organization, the funding 
principles, the facilities funds, EEO principles and the role of the Corporation and 
related ol^ervations on other language in the proposed legislation. 

authorization and appropriation principles 

Forward funding 

There is one subject that has unanimous support in the public broadcasting 
industry and that is multi-year advance authorizations and two-year forward fund- 
ing. The reasons for this are well known to you, but they are so important that I 
want to restate them very briefly. 

Public broadcasting is highly decentralized. It consists of approximately 400 radio 
and television stations, 70 percent of which are licensed to institutions such as state 
authorities, universities, and/or school boards, literally thousands of independent 
producers who aspire to present audio and video programs through the system, 
three major organizations that represent the stations— National Public Radio 
(NPR), the Public Broadcasting Service (PBS) and the National Association ctf Public 
Television Stations (NAPTS)— plus the Corporation for Public Broadcasting (CPB). 

Whatever the means of delivery, program production requires substantial lead 
time, and funding must be committed long in advance of actual broadcast. To carry 
out its mission effectively, CPB must be in a position to advise stations several years 
in advance on the amount of monies appropriated by the federal government, so 
that they can make their program commitments. 

Insulation 

In addition to this very practical consideration, there is an even more sensitive 
First Amendment principle involved in the forward funding concept: the extraneous 
interference and control that can accompany the authorization process. In a country 
as diverse as ours, programs will and, on some occasions, should be controversial. 
Since we all would abhor a situation in which government could dominate program 
decisions through budgetary and appropriation powers. Congress very wisely has 
supported multi-year authorizations (three to five years) in order to permit two-year, 
forward funding from the Appropriations Committees. 

We are immensely pleased that S. 720 reaffirms that principle thereby continuing 
a practice that has served public broadcasting extremely well. On that subject, the 
CPB Board has spoken, and I can assure you that 1 represent their unanimous view. 
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THE NATURE OF THE CPB BOARD AND ITS ORGANIZATION 

JBoard membership 

S. 720 proposes a phased reduction in size of the CPB Board from 15 to seven 
members. The president of the Corporation, chosen by the Board, is made chairman 
oi the Board and a voting member. The other six members are nominated by the 
President of the United States and are appointed with advice and consent of the 
Senate. 

Reducing the size of the Board is, therefore, consistent with the Congress' desire 
to reduce administrative costs of the system. For those who fear the Board will lack 
diversity if it is smaller, a great deal of experience suggests that this need not be so. 
As one example, CPB and other organizations often search for key officers and staff 
with a committee composed of five members, taking care to recognize diversity. 
There is hardly any one ideal number. Public boards of more than 15 and less than 
seven are common. There may well be legitimate concerns that a limit of seven 
Board members might prove too restrictive a number for efficient Board and com- 
mittee operation. To assuage these fears, I would recommend increasing the size of 
the Board to nine rather than seven. 

The term of office should be retained at six years to benefit from the expertise 
and experience gained from close participation in a diverse industry. 

Board selection 

A problem not addressed by S. 720, but one that has been frequently voiced by 
those who have studied public broadcasting, is the presidential selection process for 
selecting nominees to the CPB Board. A strong case, which I also endorse, was made 
by my predecessor, Henry Loomis, for some mechanism that would bring to the 
attention of the President likely candidates of suitable diversity. This is done in 
other areas, such as judicial appointments, and could be advantageous in naming 
CPB Board members. There are any number of alternatives to approaching this 
problem. 

Compensation 

S. 720 enacts a ceiling on the amount of annual compensation that any given 
Board member can accrue. While the amount ($10,000), in the light of experience, is 
adequate, it may have a regressive differential application for some Board members, 
depending on geographic location. For example, a Board member from the Washing- 
ton area has little or no travel expense or travel time, while those from the West 
Coast normally must leave the day before a meeting and perhaps return home the 
day after, a three-to-one differential in the amount of compensation claimed for the 
same meeting. 

Finally, S. 720 calls for meetings of the Board to be held in Washington, D.C. 
Though the Board has customarily held two meetings per year elsewhere to give its 
constituencies across the country access to the Board, the Act appears not to 
eliminate such occasions if they are not formal Board meetings. By holding the 
formal meetings in Washington, total expenses are properly held down because staff 
attendance at regional meetings can be greatly reduced. 

FUNDING PRINCIPLES 

The matching principle 

S. 720 abandons a key principle for funding the operations of CPB: the match. 
Under this principle, the federal appropriations level was to be determined by a 
match of one appropriated dollar for every two dollars raised by the stations, "niis 
principle was established on the belief that it would be an ideal system for generat- 
ing local funding support. Regardless of how one feels about the matching principle 
the fact is that the federal appropriations have never equaled the two-to-one ratio 
that the present law endorses. Further, the funding levels proposed in S. 720 would 
render the match moot in any event. Nevertheless, I believe that it would be useful 
to provide CPB with the ability -to preserve an incentive principle for its station 
grants, thereby recognizing the importance of sustained and increased local finan- 
cial support. This principle could be implemented by various means, rewarding local 
initiative and recognizing that fund raising need not be a primary focus or an end 
unto itself. 

If the cap that S. 720 imposes on distribution to any one station is implemented, 
there would be approximately $7 million available for redistribution to other sta- 
tions. While this may appear attractive at the outset, I believe that the cap may not 
be in the best interests of the system as a whole, since the larger stations are the 
most likely sources to produce a significant amount of national programing. In the 
long run, the presumed benefits derived from the cap may in fact merely shift the 
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costs of national programing, since the producing stations will have to charge others 
more for productions, if the larger stations lose significant federal dollars. Of equal, 
if not greater, importance is the likelihood that the cap might remove some incen- 
tive for local support. If the aim of S. 720 is to assist the smaller stations and, at the 
same time, encourage local support, this may be accomplished best by having CPB 
consider an increase in the so-called basic/uniform grant, which would automatical- 
ly govern funds available for the incentive portion of the station grant without a 
specific ceiling. 

Federal funding reductions 

With the match abandoned, we must examine the reduced level of federal supmort 
imposed under S. 720. In 1984, the proposed authorization in S. 720 would be $110 
million, followed by $100 million for 1985 and 1986. 

If CPB's 1982 and 1983 appropriations are not rescinded, the Corporation and the 
stations would have two years to plan for the massive reductions due in 1984, 1985 
and 1986. While a two-year notice will be enormously helpful in meeting the 
contingency, it is important that this Committee understand the magnitude ot the 
problem that will occur. The results are demonstrated dramatically by taking the 
bill's base figure of $100 million for 1985 and 1986. 

Under S. 720, it is proposed that 50 percent (or $50 million) of the appropriation 
would go to the radio and television licensees. 

Some advocate a pass-through of a much higher percentage of the federal appro- 
priation because of a belief that $50 million (50 percent) will not provide sufficient 
funds for local station needs and support of the national interconnection system. If 
a significantly larger sum of money is distributed to the stations beyond the 50 
percent proposed in S. 720, it will obviously have to be found elsewhere in the CPB 
budget. There are only three components of the CPB budget identified in S. 720, 50 
percent for station grants; 45 percent for national programming and other CP6 
activities described in the Act; and 5 percent for the administration of CPB. 

Applying the above figures to the 1981 CPB budget reveals that $39,387,000 is 
currently spent on national radio and TV program production and related expenses; 
$5,662,000 is spent on fixed expenses, such as interest on satellite system borrowing, 
repayment of the satellite debt, and music royalty fees for the system; and $6,304 
million is allocated for research, training, educational and instructional support and 
human resources development. Together these three costs centers total $51,353,000. 
This is greater than the $45 million that CPB would receive from a $100 million 
appropriation in 1985 and beyond — under S. 720. The only sizable item of the three 
is the $39,387,000 being spent on programming. To increase the money for stations, 
it would appear that the most tempting source to tap would be national program- 
ming. 

Program funding 

Within S. 720 there is an emphasis on the use of CPB funds toward audio and 
video programs rather than more general or unrestricted use of the monies through 
something like the CJommunity Service Grants. While CPB program fimds C£umotbe 
immune from some reductions in a period of budget retraint, it must be recognized 
that quality programming is costly. Unless an adequate amount of funds can be 
identified for that purpose, it may be better to abandon the task altogether. 

What is an adequate amount? Opinions will differ, but within a limited range. It 
is important, at this point, to make clear to you that, in my opinion, public 
broadcasting requires more dollar support than this legislation calls for. Remember 
that budget cuts were already imposed on the Corporation by the previous adminis- 
tration, but S. 720 invokes far deeper reductions. For example, to stay even — at the 
funding level of where we are right now— given a 10 percent inflation rate, CPB 
would need $208 million for 1984. Taking a 25 percent budget cut from that level 
would give CPB $150 million. And that figure, I remind you, keeps us exactly even 
with where we are today. If CPB sought to maintain its present allocation of 
$39,387,000 for programming, it would have to slash severely its training, research 
and human resources functions. We also must remember that the $39,387,000 figure 
will erode with inflation and by 1985, might support only half as much program- 
ming as it does now. 

It is important to address the question whether CPB should have a national 
program fund for radio and TV. The answer is clearly, "Yes." 

For television, "Sesame Street," "Cosmos," "Masterpiece Theatre," "Odyssey" and 
other programs like "McNeil/ Lehrer," "Bill Moyers Journal," "The Lawmakers" 
and "Washington Week in Review," consistently draw large and loyal audiences. 
Such programs could not initially have been developed and made available without 
seed money or, in some cases, substantial support, from CPB. 
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* It is fair to say that if there were no mechanism at CPB to stimulate and support 

*tkke development of high-quality, innovative programming at the national level, such 

Kci mechanism would most likely have to be created. As long as public broadcasting 

■remains a locally based confederation of stations with differing perspectives — a 

'Si*6at strength — some mechanism would have to be devised that recognizes the 

diverse needs, views and interests of the stations and that provides programs that 

vespond to national needs and unserved audiences. It is logical, also, to place that 

Iprogram funding mechanism in an orgsuiization not directly accountable to any 

particular constituency other than the American public, and which has no network 

control over the scheduling, promotion and distribution of programming — still a 

matter of station-based control. 

' Funds from CPB make possible such high-quality radio programs as ''All Things 
Considered" and "Morning Edition," broadcast daily by most NPR member stations. 
These programs have consistently been acclaimed as outstanding efforts in news 
and public affairs and have received countless awards. 

In television CPB is not usually the major funding partner. Because TV produc- 
tion costs are so high, television projects normally have multiple funders. Though 
CPB usually is a minority funding partner, its role is eui essential one, since it 
supplies critical forms of support when needed. The seed money from CPB often 
serves as an essential leverage in convincing other funders to support euid partici- 
pate in national programming. The Program Fund Director's ability for quick 
decision for utilizing monies under his aegis is frequently critical in consummating 
a project or in furnishing necessary incentive for others to do so. 

Independent producers who, by the very nature of the system, have less access to 
station funding will more likely find support from a fund administered by CPB. 
Women and racial and ethnic minorities, while not accorded the set-aside in pro- 
gram funds which they and other groups sometimes request, have access to CPB's 
funds for programs euid sit on the review panels that select the programs to be 
funded. 

In short, there are many reasons to support a basic, adequate amount of funding 
at CPB for national radio and television program production. 

Regarding station support grants, it is arguable whether these grants should be 
changed from their current unrestricted nature to program grants since the defini- 
tion of "programming" depends on a significant variety of factors including the 
differences between radio and television and on local circumstances. For example, 
personnel, promotion, research, as well as facilities are all legitimate program costs 
and attempts at a universal definition of programming may well be impossible or 
inappropriate. 

When money is tight, as it will be for the stations as they find both their CPB 
dollars auid many of their local dollars decreasing, they will be better able to 
manage their affairs if they have maximum flexibility. It is my belief that it would 
be better to allow the stations complete flexibility in how they use their dollars. 

This analysis leads tQ a conclusion that at eui appropriation level of $100 million, 
it will be extremely difficult to maintain the current system of public broadcasting 
unless alternate sources of funds ceui be found. To this end, the CPB Board has said 
that it will continue to fund its two largest accounts; the licensees through station 
grants euid the national program fund. Honoring this commitment and maintaining 
a certain level of service will be difficult, if not impossible, under the proposed 
legislation. Congress will need to give serious thought to whether the appropriation 
levels for 1984, 1985 and 1986 are sufficient to sustain a viable system. 

Advisory boards and panels 

Two relevant points with respect to S. 720, are the portions of the Act that 
abandon the requirement of Community Advisory Boards and the use of review 
panels to determine program funding. 

It is my perception that Community Advisory Boards or existing counterparts 
under another name, have been an asset to the stations. It is true th^t the Commu- 
nity Advisory Board may be duplicative where a counterpart serving substantially 
the same purpose already exists. Therefore, my own view would be that S. 720 ought 
to be so written as to permit either a Community Advisory Board or a counterpart 
serving substantially the same purpose. 

As to panels to help select programming, the system is costly to administer. On 
the other heuid, it gives the system credibility. If program selections are made solely 
by the program director, there could be a perception of success through favoritism 
or prejudice. Panels, composed of diverse and highly reputable people, participate in 
the selection process, thereby assuring impartiality and credibility. For that reason, 
I would retain the peuiel S3r8tem rather than wipe it out as the act proposes. 
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Fund raising 

Last of all, as one faces reduced federal funding for public broadcasting, there is 
the question is the question of what kind of activities stations may undertake to 
generate funds for their support. If we are to engage in a national effort to reduce . 
government expenditures— something that we all applaud so long as it occurs in I z} 
someone else's field— so fragile an enterprise as public broadcasting will surely fail, ^ 
unless it can turn to other sources of funding. The public spigot cannot be turned off ^ 
while denying access to private sources. Thus, I am concerned that S. 720 does not ^ 
allow stations to exploit fully their entrepreneurial opportunities. The ''unrelated 
business income" language and how it is to be treated under the IRS code mav well 
deserve much more examination. Nor is it clear on what basis stations could, for 
instance, sell programs for foreign broadcast or audio-visual purposes. There could ^\ 
well be a number of subsidiary revenue-producing enterprises (teleconferencing, ^ 
facilities usage, home video/videocassette marketing euid pay cable services) whidi '^' 
would provide needed income without intruding into the private sector. /. 

FACIUTIES FUNDING |C 

Under S. 720, facilities funding in the NTIA continues at reduced levels. We at ^* 
CPB clearly agree with this approach, although the present funding level would be a.1 
more realistic. Our own "expansion" funds, used principally to expand the coverage tl 
of public radio, will be useless without facilities money, the Corporation h£is helped ^ 
with necessaiy feasibility studies, preliminary staffing needs prior to authorization, T 
and so on. Without adequate facilities funds, the status quo will prevail. Moreover, "^ 
if we are to encourage access to and participation in public broadcasting by women 
and minorities, establishing new stations furnishes one of the best opportunities for P 
them. fi 

Some CPB funds are used to encourage growth of public broadcasting stations. 
Little has been spent on television stations, (1) because they are costly and (2) 
because public television already is available to 90 percent of the country. Radio, 
much less costly, only extends to 65 percent of the country. A dilemma for radio is 
that as new stations become operational, they must be funded out of the same pool 
that supplies the present stations. In times of tight money, this pits existing stations 
against new ones. There is no emswer to this problem unless more money is made 
available between now and 1989, at which time normal growth would bring radio to I 
approximately the same level that TV has attained. As it stands, there will be 
dissatisfaction with emy approach CPB takes. Its choices are hard: to shut off 
expansion in radio, which will foreclose opportunities for women, minorities and 
unserved areas of the country; to slow down growth, which only lessens the criti- 
cism; or to encourage growth with all the tensions that may arise. 

EEC PRINCIPLES AND ENFORCEMENT 

We take seriously our obligations in the EEO field; therefore we are pleased that 
the chemges proposed by S. 720 appear to be in the nature of clarifications, and 
consistent with the position that the CPB Board has always taken that the enforce- 
ment function properly resides with government. Since CPB is not, and within its 
allowable administrative costs is unlikely to be, funded to monitor equal employ- 
ment practices of recipients throughout the duration of contracts, it is prudent to 
delete this language. Otherwise, expectations are aroused which CPB cannot fiilfiill. 
Similarly, we welcome direction from the Secretary of Health and Human Services 
for the type of information CPB will need to be assured of compliance, with the 
understanding that the Corporation is not funded to conduct on-site investigations 
or compliance reviews. 

OTHER MATTERS 

There are a few other matters which deserve mention, but which do not fall easily 
within the main thrust of my testimony. They are: 

1. Report date 

We do have one problem in this area which we wish to bring to your attention. In 
the interest of providing Congress and HHS with an annual EEO Report that is 
both timely and consistent with FCC data, I respectfully request that any new 
authorizing legislation considered by the committee move the current February 15, 
CPB "Annual Report" date forward to May 15. As it stands, both the CPB and FCC 
licensee employment surveys would not be completed in time to provide preceding 
year's data by February 15. If CPB were to change the reporting period covered by 
the survey to accommodate the present date, the employment date would be incom- 
patible with that collected by the FCC. The mechanics involved in collecting survey 
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data from the previous calendar year simply requires more time than the February 
15 date provides. 

3. Federal inventory 

S. 720 continues the requirement from the 1978 Act that CPB conduct an inven- 
tory of funds distributed by Federal agencies to public telecommunications entities. 
We, of course, are willing to continue to conduct such an inventory, but would like 
to suggest that consideration be given to broadening its scope to include funds 
distributed to certain organizations that are not public telecommunications entities 
as defined in the statute. For example, Children's Television Workshop, PBS and 
NPR are not public telecommunications entities. Within the definition in the stat- 
ute, therefore, funds distributed to these organizations are not included in the 
present Federal Funds Inventory. The inventory would be more useful if it included 
such funds. To accomplish this, the language might be modified to include "public 
broadcasting entities" as well as "public telecommunications entities." 

3. CPB administrative cap 

The five percent allowemce for administrative costs at CPB is continued from the 
1978 Act. llie effort to hold costs within this limit is perfectly legitimate, but it is 
necessary to call attention to the mischief this could cause if the Federal appropri- 
ation stabilizes and inflation continues at more than a five percent rate. Assuming 
that administrative expenses are carefully held at the five percent level, there will 
be no room for salary increases without reducing personnel or other costs for each 
year. We know that travel expenses are rising rapidly, as are rents and utilities. In 
short, it would be quite proper to state a goal of five percent for administrative 
costs, but it will be self-defeating over a period of time to fix an absolute cap of five 
percent. Thus we would urge a change in the present language with respect to the 
five percent. 

4' Editorializing 

S. 720 would repeal the portion of Section 399, which requires noncommercial 
educational licensees that receive assistance under the Public Broadcasting Act, to 
make and retain audio recordings of broadcasts in which any issue of public impor- 
tance is discussed. S. 720 would also restrict the ban on editorializing to noncommer- 
cial educational broadcasting stations that receive a basic grant pursuant to the 
proposed legislation. The ban now applies to all noncommercial educational broad- 
casting stations. 

The repeal of the audio recordings requirement is justified by the fact that a U.S. 
Court of Appeals has ruled that provision to be unconstitutional and the United 
States has chosen not to seek review by the U.S. Supreme Court. 

The ban on editorializing is now the subject of litigation. Although most public 
television and radio licensees do not regard the ban as being a troublesome issue, 
the bam nevertheless restricts the activities of noncommercial broadcasters and does 
raise constitutional considerations. 

We ask you to re-examine the policy and legal considerations that initially led to 
its imposition to determine their current persuasiveness, especially in light of the 
rationale of the court decisions with respect to the analogous "audio recording" 
case. 

PERSONAL OBSERVATIONS 

Now, if I may, Mr. Chairman, let me make a few remarks that are of a purely 
personal nature. I will be retiring as CPB president and will not be personally 
involved with the mechanics of any new legislation that might come about. 

Board structure 

Making the president the chairman of the Board is, in my view, a desirable step. 
In private corporate set-ups with which I am familiar, the chairman is invariably a 
full-time officer of the corporation and one of the principal executive officers. The 
purpose of a Board is not to run a corporation, but to guide its policies. 

In my own experience, before coming to the Corporation, I was president of The 
University of Michigan and the chairman of its publicly-elected Board of Regents. I 
served in that role for 1 1 years, as did my predecessors and my successor, though for 
varying years of tenure. The system has worked well. 

There is one critical difference between the system used at the University of 
Michigan and the one proposed by S. 720. Under the Act, the president is a voting 
member of the Board. There are six other members of the Board, not more than 
four of whom may be from any one political party. The record will show, I believe, 
that Board members do not vote according to party affiliations, but they do often 
differ over policy. With six members, three of whom may be on either side of the 
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question, the president will have to break the tie. In doing so, he or she may well 
incur the unhappiness of half of the Board, for they are already on record to the 
contrary. The University of Michigan solved that problem by having the president 
chair, but not vote. Another major university which has the same system but gave 
the president a vote has a long record of instability in retaining presidents, often 
because the president's vote had to come in a tie-breaking situation. 

For the reasons indicated, I would advocate making the president the chairman of 
the Board, and a member of it, but I would either not give him a vote or add 
another appointed member so that the tie problem is avoided. It may be true that 
an occasional motion will fail because there is no capacity to break a tie if S. 720 b 
changed to take the vote away from the president, but there are two answers to 
this. One is that tie votes are rare anyway, and the other is that a compromifie 
palatable to a majority is likely to eventuate. 

Compensation 

Finally, it is unclear why S. 720 retains provisions that limit salaries of CPB 
officers, compensation to Board members or outside income to officers, if there is no 
possible conflict of interest involved. In an economy, with the rate of inflation still 
running close to ten percent annually, a statutory limit on earnings is patently 
inequitable. There is little danger that salaries for such people will get out of 
control, since it is well recognized that tax-supported enterprises seldom pay sala- 
ries commensurate with private industry. S. 720 recognizes this for the officers of 
National Public Radio and the Public Broadcasting Service. But the cap placed on 
CPB officers appears both inequitable and unnecessary. 

A provision that forbids an officer of the Corporation from receiving any outside 
salary or compensation is entirely understandable, if such activity raises any ques- 
tion of conflict of interest. Indeed, every employee of the Corporation, as well as 
each Board member, is required to avoid such a conflict. Denying CPB officers 
compensation, with no conflict of interest, is both puzzling and unclear. 

Attached to this testimony is a technical analysis of S. 720, prepared by the 
Corporation for Public Broadcasting. 

This concludes my formal statement, Mr. Chairman, and I will be pleased to 
answer any questions that you have. 

Senator Pressler. Thank you. 

Does another member of your panel wish to add a statement? 

Mr. Fleming. Mrs. Herndon and Mrs. Rockefeller and Mr. Kelley 
have very brief statements. 

Mrs. Herndon. Senator Pressler, we do appreciate the opportuni- 
ty to appear before you today. 

It's nice to see you, Senator Cannon. I, too, am absolutely delight- 
ed that 720 does provide for multiyear funding and advanced year 
funding. 

Robben Fleming, our president, has given comprehensive testi- 
mony and has submitted it for the record so I will only touch on a 
few points. I did not submit written testimony. 

First, I would like to speak to the funding. If our 1982-83 appro- 
priations hold at $172 million; if, in 720, as you provide for 1984 for 
$110 million, the stations would suffer at more than a 50-percent 
decrease in CSG's, even while getting 50 percent of our appropri- 
ations for CSG's. 

There is a question around— and it has been submitted to us by 
your committee: What would happen? How would the system 
makeup that gap, if they suffer that serious a reduction in a 2-year 
period? 

I would like to just give you an illustration from my own State of 
South Carolina. I am not speaking for them. I'm speaking about 
them. I have never worked with South Carolina ETV as an employ- 
ee or officer in any way. But I know that system best, because 
that's my home. 
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As an illustration, in South Carolina ETV in two festivals this 
year in which they worked very, very diligently, they raised a total 
of $375,000. 

If their funding — community service grant funding was reduced 
to half or a little bit more than half, as it would be if the funding 
for 720 remains at $110 million they would have to raise approxi- 
mately five times what they have raised this year. And they feel 
they have had successful festivals, and citizens throughout the 
State helped with those festivals; the commercial broadcasters 
came in and helped. 

This would just show you what would happen in one State net- 
work. 

This same kind of problem would be suffered by all of the sta- 
tions, where they would have to find ways, if they possibly could — 
and Vm sure that everyone would try. But I doubt very seriously, 
very seriously that it could be done. 

I would also like to speak, to the $1 million cap, from the 
standpoint of program production. It seems to me that if those 
stations — and there are only about seven stations — were placed 
under a $1 million cap on the community service grants, then, 
according to our fiscal year 1980 distribution, we would save above 
$7 million. 

If that $7 million were redistributed to the smaller stations, or to 
stations that might be determined to have special needs, I do not 
believe that that money, redistributed, would give a much smaller 
station the capability to be a major producing facility. 

I think you would create a hazard for those stations that are now 
the major producers, and would not create program facilities that 
would be adequate, or would be able to do the productions that are 
needed. 

In 1980, there were about 38 stations whose community service 
grants were lower than $250,000. So you can see, if you took $7 
million, what would happen. 

If it's determined that the need is greatest among the smaller 
stations, I would prefer that there might be some way that CPB 
would have the responsibility and the authority to work in some 
way, maybe with a basic grant, to increase that for some of those 
small stations that might have greater need. 

Under any circumstances, reducing the production capability of 
the major producers for public broadcasting, I think, would cause 
programing to suffer considerably. 

I would also like to speak to the size of the Board of Directors. 

I was recently reappointed to this Board of Directors last August, 
so my term does not expire until 1986, under the present act. So, 
whatever I say may seem self-serving. But, really, I have served on 
a lot of boards, and Tve given it a lot of thought, I do not believe 
that having a smaller Board would damage the effectiveness of the 
board. 

I would however ask you to give serious consideration to having 
a Board of at least nine members, in order to be able to get the 
diversity which I believe is needed on that Board. You need geo- 
graphical representation, and you need diversity in the skills and 
knowledge and information of the people who sit on that Board. 
And you need the multiethnic representation on the Board. 
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So, I would hope that you would give serious consideration to 
making that a Board of nine appointed members, confirmed by the 
Senate. 

And then, speaking to the president — as chair of the Board — this 
will not seem self-serving, I hope. Tve served as chair of this Board 
for 3 years, and I would favor that. I believe the president of the 
Corporation should have the leadership role with the Board of 
Directors. I believe it could be done extremely well if the chairman 
was the president, without a vote, and there were 9 other members 
of the Board. 

Our president has pointed out in his testimony and I agree — the 
reason is that the president, as chairman of the Board, may often 
be that swinging vote, may often be that person that's asked to 
create a tie or to break a tie which would not necessarily create 
the best, most harmonious working relationships. In many situa- 
tions, the president serves as chair of the Board, and has all the 
input necessary in the discussions and the planning, but not voting. 
I would ask you to consider that. 

Regarding the limit on the compensation or the fees for the 
members of Board of Directors, I would agree that the $10,000 that 
you suggest in 720 should be adequate. 

There are several steps already taken by CPB that would make 
this appear to be adequate to me. In fiscal year 1980, our Board of 
Directors held 11 official Board meetings. We met each month 
except in December. In fiscal year 1981, the Board of Directors 
made a decision to have only eight official meetings. So, in this 
year, weVe having eight official meetings of the Board. 

At last month's Board meeting, the Chair asked the Board mem- 
bers to consider seriously whether or not they would think the CPB 
Board could work effectively with six Board meetings each year. 
We would just think about it, and submit a proposal in our May 
Board meeting. 

Tm not predicting at all what action will be taken. But I do 
believe the CPB Board can work effectively with less meetings than 
we held in fiscal year 1980. 

Another action that CPB management has taken which makes 
me believe that figure is adequate is that we are going to telecon- 
ference some of the other meetings that we have been holding. Our 
officers and Board members have attended various meetings, 
around the country, with stations, that take up approximately 3 
weeks during the year. This year, we will teleconference that, 
which should reduce the expenditures necessary for Board mem- 
bers' fees and traveling. 

I will be happy to answer any questions, when the appropriate 
time comes. 

Mr. Fleming. If we may, Senator Pressler, Mrs. Rockefeller has 
a brief statement, as does Mr. Kelley. 

Senator Pressler. We'll be glad to hear you. 

Mrs. Rockefeller. Thank you. 

I would like to commend the sponsors of this bill for preserving 
two principles vital to the future of Public Broadcasting: multiyear 
authorizations and 2-year forward funding. 
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For brevity's sake, I will address only two sections of this bill: 
those dealing with funding levels, and the Board of the Corpora- 
tion. 

First of all, concerning funding levels, I disagree strongly with 
the proposed appropriations. I don't believe $100 million or $110 
million reflects sufficient support from the Federal Government. I 
urge you not to underestimate the degree to which the Federal 
commitment provides leverage and incentive to raise many more 
millions of dollars from our States, colleges, school boards, corpora- 
tions, and individuals. 

Significantly diminished Federal funds will likely, inadvertently, 
harm the stations' diligent efforts to raise non-Federal moneys, 
because they will lack some of the leverage they currently have. 

Leveraging of Federal dollars has produced **Sesame Street," 
"Cosmos," "NOVA," and the "McNeil-Lehrer Report," as well as 
most of Public Broadcasting's finest programs. 

This year's CPB appropriation costs each American only 71 
cents. I don't believe this figure is out of line or unreasonable. 
Assuming a national population in 1985 of 238 million people — a 
figure I received on Friday, from the Census Bureau — I'm assum- 
ing for the sake of this conversation $100 million in 1985 and 1986, 
the excellent programing in Public Broadcasting will cost each 
American only 42 cents. 

I used to think 71 cents per capita was an unfortunately low 
figure for the value gained — and these figures do not calculate any 
inflationary rates in them. 

We've all heard about the "Masada" series now running on ABC. 
ABC is spending $23 million on 8 hours of programing, running for 
4 nights. This is precisely the same amount of money we have for 
television production for 1 entire year, 365 days of television. 

I believe Public Broadcasting is a mission, a public service which 
well serves the American national interest. 

In 1978, 3 years ago, Canada spent $17.55 per capita on the CBC. 

We believe beleaguered Britain is in a very sorry state today, 
although they spend $9.29 per capita on the BBC; and Japan allo- 
cates $9.14 on NHK. 

The disparities between these figures and the proposed 42 cents, 
I believe, would be mistaken public policy. 

It is important to remember that the television set is turned on 
for 6.5 hours per day in the average American home. 

Why does a demographic cross-section of 100 million Americans 
watch or listen to public television and radio? 

First of all, because our programs provide something of quality, 
of integrity, and of value to their minds and their spirits. The 
programs do not demean or insult the intelligence of America's 
children or adults. Public Broadcasting has set a standard of excel- 
lence against which all radio and television, I submit, in America 
should be measured. 

Concerning the CPB Board section of S. 720, I believe a Board of 
seven members is entirely too small to reflect the heterogeneous 
subpublics of the American people. 

A 7-member Board of Directors cannot provide the diversity of 
background or the geographical distribution or the talent from the 
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fields of education, the arts, business, and civic leadership which 
you ask for in this bill. 

The CPB Board must reflect the divergent values inherent in our 
complex and multifaceted culture. I believe that a greater cross- 
section of perspectives and viewpoints will help in wiser decision- 
making. 

One smaller point: I believe that in rare and extraordinary cir- 
cumstances, it might be in the interest of the Corporation to allow 
a Board member to serve more than two terms. 

From my 7 years of experience on the Stanford University Board 
of Trustees, Fve learned the most valuable members of our board 
are those who know the university intimately, and who have prob- 
ably served many, many years. Their vast knowledge and their 
subsequent wisdom in making decisions is respected by the newer 
members, who simply cannot possess the same body of information 
that the older members do. 

Public broadcasting is a deceptively complicated industry. As 
soon as you think youVe got it mastered, it slips away from you 
once again. 

We live in the environment of communications and government, 
which is constantly changing. The situation is entirely different 
right now from what it was 4 months ago. CPB has historically had 
a very large turnover of its staff. Tve been around for 3 years, and 
I'm one of the elder statesmen. 

In very rare cases, I think then, we should not be deprived of the 
knowledge, the institutional memory, and the public service of a 
distinguished Board member. Following Stanford's example, the 
amended language could read: **No person who has completed two 
consecutive terms of 5 years each shall be eligible for another term 
until the lapse of at least 1 year." 

Thank you very much for your consideration of these matters. 

Senator Pressler. Mr. Kelley, do you have a statement you wish 
to make? 

Mr. Kelley. Just a short one. Senator. Perhaps the diversity 
you're hearing at this table this morning is the best argument of 
all for a large board. It at least makes the hearings more interest- 
ing. 

I would like to take a few minutes to express some personal 
views as one board member, and I have a statement for the record. 
With a couple of exceptions, I'm delighted at the changes embodied 
in S. 720. The bill correctly recognizes the special importance of 
educational programing, and at the same time acknowledges none 
of the new technologies. It will totally replace over the year broad- 
casting's ability to provide free and portable cultural programs. 
The bill's special focus on bringing programs to the American 
people by any means, including sustaining delivery, will be a boon 
for those not now served by the public broadcasting stations. 

In that regard I would strongly urge that CPB be allowed to 
experiment with direct distribution of audio and video programs by 
all three nonbroadcast means, tape and disk as the bill now clearly 
provides, and closed circuit satellite-to-home microwave transmis- 
sion, about which the bill is somewhat unclear. 

The 50-percent split between local grants used solely for pro- 
graming and national programing moneys rightly recognize the 
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important interdependence of localism combined with high-quality 
nationwide programs. 

I am glad the bill finally drops the matching mechanism of 
previous acts and also delighted independent producers are in. 
Training to enhance the roles of minorities and women are specifi- 
cally cited in the bill as areas for CPB's special emphasis since the 
public broadcasting industry needs continued prodding in this vital 
area. 

The recaptured division on unrelated income is a positive thrust, 
but it would be helpful if the bill were more specific on what it 
means by unrelated income in this section, and if stations were 
required to return only an amount equal to their after tax net 
profits on such income. 

The $1 million cap for grants widely distributes moneys to the 
small poorer stations with little but Federal support to rely on. 
S. 720 cuts the Federal funds deeply, perhaps too deeply, but it 
wisely maintains the important advanced year authorization and 
wisely directs the reduced funds remaining to be used for local and 
national programing, rather than for ancillary activities like 
system interconnection, station expansion, copyright payments, and 
so forth. 

Programs, after all, are what this whole enterprise is about. If 
the stations are to survive these painful cuts, they may have to 
listen more intently to the audiences that listen to them and offer 
those local audiences programs that people are financially willing 
to support. 

The bill strongly encourages this, and public broadcasting, unlike 
every other segment of society, suffering its share of budget cuts, 
has transmitters with millions of watts coast to coast to help en- 
courage citizens to contribute, and offset the Federal .cutbacks. 

Finally, Tm truly disheartened that our great country is in such 
a financial morass that we must now make drastic cuts in so many 
worthy programs. But I have faith in our people's strength in 
adversity and Fm convinced that public broadcasting, helped by 
the many positive provisions in this bill, will survive as an impor- 
tant means of delivering to all Americans those truly different 
programs that refresh and enrich our lives. 

Thank you for the opportunity to present my views. Senators, 
and more importantly, thank you for your concern, interest in and 
support for public telecommunications programing that S. 720 
clearly displays. 

[The statement follows:] 

Statement of Michael R. Kelley, Director, Corporation for Public 

Broadcasting 

Mr. Chairman, thank you for the opportunity to comment on the provisions of 
S. 720, the Public Telecommunications Financing Act of 1981. President Fleming 
has addressed a number of issues in his thoughtful statement, and I generally 
support his views on these matters. Because the CPB Board of Directors has not had 
an opportunity to meet and fully discuss this Bill's particular details, my remarks, 
like those of President Fleming and the other Board Members who are testifying 
here today represent our individual opinions. I think I can state accurately, howev- 
er, that this present Board of Directors has far more areas of majority agreement 
than disagreement about the central issues facing public broadcasting now and in 
the future, and we are closer in our thinking than one might perhaps expect from 
such a diverse group of people. 
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With a few exceptions, I am delighted with the thrust and focus of the changes b 
embodied in S. 720. With your permission, I would like to highlight those new or tt 

refocused areas which I nnd particularly salutary and a few that I find a bit & 

troublesome. For your convenience I will take up these items in the order they 
occur in the Bill. h 

S. 720's distinct emphasis on Instructional, Educational, and Cultural program- a 

ming — in that order — is an important and long overdue prioritization of the kinds of u 

audio and video programming that the Congress, representing the public's interest, g 

should encourage. As the newer technologies increasingly encroach on public broad- b 

casting's traditional turf of cultural and entertainment programming, and spectrum t 

abundance provides even more channels for this kind of programming, I believe I 

instructional euid educational programs that stimulate the mind will emei|^ as an [ 

important programming need. Of course, none of the newer technologies will totally i 

replace over-the-air broadcasting's ability to provide free, portable, cultural pro- 
gramming that lifts the spirit. i 

I am particularly impressed with this Bill's special focus on bringing programs to i 

the American people by any means— including the use of non-profit, non-commer- i 

dal, or sustaining delivery on standard commercial broadcasting stations. This i 

provision will allow the taxpayer-funded progranuning the widest potential dissemi- 
nation €uid will help get this programming out to the 35 percent of the American 
people not now served by public radio euid the 6 percent or more not now served by 
public television. 

The 50 percent split between local grants solely to be used for progranuning and 
national program funding is eui excellent one as well for it recognizes the dual 
importance of localism in combination with high quality national programming. By 
mandating that 50 percent of the appropriation pass through to local radio and 
television stations even at these reduced funding levels, this Bill goes beyond the 
1978 Act in its support of local stations. The 1978 Act had a sliding scale for the 
station greuits, euid at 110 Million would only require a 40 percent pass-through 

What is most s€dutary is that S. 720 rightly encourages the funding of programs 
distributed to the people, for the people through euiy number of ways. By focusing 
its attention away from the specific audio or video delivei^ system and onto the 
product, the Bill clearly recognizes that at reduced funding levels, program produc- 
tion must be the primary thrust. Programming, after all, is what mis whole enter- 
prise is about. 

Encouraging demonstration and training projects in both broadcast and non- 
broadcast technologies and especially in program and engineering research is con- 
sistent with S. 720's focus on programming and a valuable continuation of the 
present law's focus which will continue to benefit the public. 

Though prohibiting The Corporation for Public broadcasting from producing 
audio and video programs or scheduling their electronic disemination to the public 
via broadcast or cable technologies, S. 720 would clearly allow the Corporation to 
disseminate such programs or audio or video tapes and oiscs — a new provision that 
will go a long way toward solving a problem that sometimes occurs when CPB has 
funded but cannot get system distribution of a particular audio or video program. 
The word "broadcast" in this section of the Bill is vague, however, leaving unclear 
whether CPB can distribute audio or video programs on future direct Satellite-to- 
Home transmission systems or perhaps on some other similar microwave, closed 
circuit and thus "non-broadcast" delivery system. 

I would strongly urge that CPB be allowed to experiment with distribution by all 
three non-broadcast means— tape, disc, and closed-circuit satellite to home micro- 
wave transmission— to determine what, if any additional funds CPB might be able 
to generate through these ventures that the Corporation could plow back into the 
production of additional audio and video programs and to allow for the broadest 
possible dissemination of programs to the American people. 

The Bill is silent on the use of Advisory Boards, Peer Review Panels, and System- 
wide Planning. I agree with the reasons behind this silence, providing disCTetion 
rather than mandating a variety of activities auicillary to programming. I am 
troubled, however, that without some encouraging language, these useful activities 
will be abandoned. 

I strongly support the continued insulation and advanced planning opportunities 
embodied in the multi-vear authorization provisions of S. 720. This creative solution 
to the dangers of the funder tampering with the basic rights of the programmer- 
first enacted in 1975 — has served us all well, and I commend you for preserving it in 
this new Bill. 

I am equally supportive of your decision to drop the "matching" mechanism of 
previous Acts. The provision never did work as well as its authors hoped, and in 
recent years, the federal appropriation has lagged far behind what the match would 
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have allowed. At any rate, with the drastically reduced funding levels of the future, 
the stations now have more than enough incentive to seek additional non-federal 
financial support. 

I must admit to being somewhat disturbed bv this Bill's reduction of funds to 110 
Million in 1984, then to 100 million in suosequent years. If these authorized 
amounts would actually be appropriated, I think they would provide sufficient funds 
to support the public system, especially when augmented by additional income 
generated by related enterprises and fundraising endeavors. The problem is that 
historically. Congress has seldom appropriated funds for Public Broadcasting up to 
the authorized levels. If this appropriation shortfall were to happen with these 
lower authorizations, the vital programming endeavors singled out m S. 720 would 
be in serious jeopardy. I would be far more comfortable with higher yearly author- 
ized levels, and then take mv chances with the euinual appropriation process. 

I am delighted that the Bill specially singles out Independent Producers, both 
non-commercial and (bv implication) commercial, and that training to enhance the 
role of minorities and women is speciHcally cited as one of the Corporation's 
responsibilities. The Public Broadcasting industry has had an unenviable record in 
these areas and the BiU is right to be quite direct here. 

The "recapture" provision with regard to unrelated income will prevent the rich 
stations from getting even richer at the expense of the poorer stations, and more 
importantly, this provision prevents the entrepreneurs in the system from using 
feaeral grants to free up other funds for speculation in unrelated business enter- 
prises. The "recapture" provision along with the 1 Million dollar grant limit to any 
one entity will allow for the redistribution of monies so that poorer stations in 
sparsely populated or economically depressed areas who have no other recourse 
than federal aid will get their fair share. At the same time, the "recapture" 
provision does not in any way prevent stations in larger markets from enga^ng in 
income producing ventures, it will, however, 'discourage euiy possible unfair competi- 
tion with the private sector by eliminating the federal subsidy up to the profit limit. 
I do think, however, that to avoid a double penalty on the enterprising stations, 
they should only be required to return the amount equal to their after-tax, net 

{>rofit from these unrelated business ventures, it would also be most useful ijf the 
anguage of the Bill were more specific on what is meant by "unrelated" income in 
this section. 

I think the Bill's permission for stations to editorialize as long as thev don't 
accept federal funds is a fair compromise for a highly charged political issue, 
particularly since some stations are licensed to States or Cities. On the whole, the 
question may well be a moot one since in the hard times ahead, I doubt that any 
station will refuse federal funds simply for the opportunity to editorialize. 

Finally, it is truly disheartening to me that this great (Jountry of ours is in such a 
sad financial situation that budget cuts must be made in so many worthv pro-ams. 
America is clearly in a financial morass, and public broadcasting— both radio and 
television— must accept its budget cuts along with everyone else. Each program and 
interest group supported by Federal largesse may well believe that it can t survive 
the coming cuts, but I have faith in the American spirit and our collective abilitv to 
grow even stronger in the face of adversity. The cuts proposed in S. 720 are oeep 
and painful for public broadcasters, even more so when we remember that this Bill 
both reduces authorized funds and eliminates funding altogether for certain support 
activities like system interconnection, station expansion, copyright, and so forth, 
thrusting these onto the stations as an added financial burden. On the other hand, 
S. 720 puts the emphasis of these reduced funds where it must be — on local and 
nationai progranHning— directing the focus on the product rather than on hard- 
ware, administration, and bureaucratic red tape. 

Still, in order to survive, public radio and television stations will have to re- 
examine their priorities, to review their service to their publics, and even perhaps 
to alter radically the kind of program services they provide. But they will survive. 
Unlike the poor, the illilerate, the mentally retarded, the physical Iv handicapped, 
and the ag^— unlike every other segment of our scKiety that will be* suffering its 
share of budget cuts— public radio and television stations don't ni^ed to seek out 
media exposure to gain public support and solicit individual contributions from local 
citizens to offset the federal cutbacks. Public radio and U*l(*viMlon nrt* lh«* mndia-' 
millions and millions of watts coast to coast— built with thi* aid nnd support of 
federal funds, covering over 90 percent of America's t>«lirviMlon houM«holdM and ov(*r 
65 percent of its radio households. 

'These broadcasters may well need to start Unifft\U\u rnori* \t\\0t\\\y to ih^ audi- 
ences that listen to them, and change accordlnKly, provldInK ihrnp Iih'mI nudittnc^ 
with the kinds of programs they are willinf( to siip|K)rt DniinclMlly, InMlructionnI itrid 
educational progamming, for example. Bui wlmtpvor 11 iftkiHi, \\\p \mmktmUfrn will 
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do it, helped by the positive provisions in this Bill. Public radio and television 
stations will continue long into the future as one very important means of deliver- 
ing to all of us those refreshing and truly different programs that stimulate our 
minds, sustain our spirits, and enrich our lives. 

Thank you again for the opportunity to present my views, Mr. Chairman, and 
more importantly thank you for the concern, interest in, and support for public 
telecomrnunications that S. 720 clearly represents. 

Senator Pressler. Thank you. I have a few questions, and Sena- 
tor Cannon, our ranking member on this full committee, will, no 
doubt, have some. 

I would like to address this question to the Board. Are you 
concerned, as others will testify, that the reduced number of Board 
members will somehow lead to politicization of Board decisions? 

Mrs. Herndon. Maybe since Fm on the Board, I should answer 
that. I do not understand why a smaller number be politicized if a 
larger number is not. It seems to me that the Board members do 
not allow that as individual Board members. I think it's just a 
matter of the Board members that serve on the Board using their 
own best judgment. If you're thinking in terms of decisionaking, 
any undue pressure, any inappropriate pressure that might come 
at any time just has to be resisted by an individual Board member 
and by the Board as a whole. I do not understand why nine 
members would be politicized if 14, which are currently serving, 
are not. 

Senator Pressler. All right. Can CPB still provide an incentive 
under S. 720 for local fundraising efforts? There is no prohibition of 
that activity in the bill, as I understand it, but what affect will this 
have on your fundraising efforts? 

Maybe indeed the budgetary austerity we are experiencing here, 
everywhere, will inspire greater contributions. 

Mr. Fleming. Under the bill the money which is passed to the 
stations is essentially for programing and some other purposes. We 
are instructed, as we always have been, to consult with the stations 
as to how you construct the formula for the distribution of that 
money. 

It seems to me that in the construction of that formula you could 
build in incentives which would not necessarily be related to 
matching funds. For instance, some portion of the grant could be 
related to the various station activities— an organized development 
campaign, what efforts it made to use its facilities insofar as it 
could for the generation of income, and so forth. 

There could be incentives and since those are worked out with 
the stations, that would be the way to do it. 

Mrs. Rockefeller. May I make a point? I think— I refer to this 
in my testimony— that's Tm all for any fundraising mechanism, 
and all fundraising mechanisms that will help us raise non-Federal 
moneys, as long as they do not undermine the basic integrity of 
public broadcasting. I think its foolish to believe that local fund- 
raising will begin to make up the difference between the loss of 
these huge amounts of Federal dollars. 

Again, as I said, the Federal money is used as a leverage. It's a 
Good Housekeeping seal of approval when we go out and find 
matching monevs for programs. When challenge grants are offered 
over the air, it s usually the challenge of the match, so to speak, 
that gives people incentive to give money. I just don't believe there 
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are these other revenue sources or other mechanisms of making up 
the magnitude of money that we would be losing from the Federal 
Government. It's not that we won't try, we're certainly willing to 
try. I just don't believe we can gain the same amount. 

Senator Pressler. There are those who advocate an 80 to 90 
percent pass through of funds directly to stations. Etoesn't this 
assume that the only goal of Federal support is to promote the 
existence of public broadcasting stations? In what way is the Feder- 
al role broader than that? 

Mr. Fleming. It seems to me it is broader than that. If you had a 
pass through of that kind, there'd be no possibility of running a 
significant program fund with national implications because the 
remaining money would not be sufficient to constitute enough of 
an amount to make that kind of programing. In radio it would 
mean the very popular programs, like "All Things Considered" and 
"Morning Edition"and so forth, would have no funding base since 
they are now funded by CPB out of national programing funds. 

To television, all the kinds of programs that Mrs. Rockefeller 
referred to earlier, would be imperiled. Particularly with the 
amounts of money in this bill, it would be impossible to have a pass 
through of that kind and at the same time sustain national pro- 
graming. 

Mrs. Rockefeller. If you don't mind my adding this, it's falla- 
cious to believe 276 stations can be production centers. They should 
be production centers for local community affairs, but it's our 
national programing that helps raise the money we were referring 
to earlier. It's very difficult for the coverage of the Reno or the 
Bismark or the Charleston, W. Va., councils to raise any money 
whatsoever. That's essential public service. That doesn't begin to 
accomplish the other purpose that we were beginning to talk about 
earlier. 

Senator Pressler. Do you recognize that S. 720 distinguishes 
between a requirement to impanel an advisory board and a prohibi- 
tion, that is, S. 720 does not prohibit advisory boards, it simply does 
not require their use. Will that make a substantial difference? 

Mr. Fleming. We get literally hundreds of program proposals 
where we can fund perhaps 25 of them for a given series. By 
definition we turn down the great bulk of those who applied be- 
cause we simply don't have enough money. 

If that is done without the use of panels and without the use of 
diversity on those panels, we become to the charge that decisions 
are made by prejudice, favoritism and so forth. Using panels, with 
sufficient diversity we are able much better in my view, to cope 
with the charge that this is all a rigged kind of apparatus in which 
friends benefit but others don't have that opportunity. 

I do understand the difference between requiring it and permit- 
ting it. In effect it gains some from the requirement that they be 
used because I think it helps deflect that charge. 

Senator Pressler. I suppose in regard to that I listen to, and I'm 
a great supporter of public broadcasting. There is a feeling, and in 
my mail it's reflected, that public broadcasting and its handling of 
public affairs items are more liberally oriented as we use that 
term, whatever that means, and they are conservatively oriented. I 
get mail from Right to Life groups, and so forth, who feel t 
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point of view is not fairly expressed. Of course, any time you are 
dealing with anything public you're going to have disagreement 
and controversy. I just returned from my State this weekend, and 
different people have different ideas. 

The point is, the public life is very controversial. But how do you 
respond to that? Is there a fair balance? Do you think these boards 
would help keep that fairer? 

Mr. Fleming. They won't help you very much in that respect 
because those panels apply only in determining what programs you 
will fund. The programs, at that point, are simply proposals of 
things that one wishes produce. Fairness is, of course as you point 
out, always in the eye of the beholder, and the beholders have 
quite different views of what constitutes fairness. I find my mail, 
for instance, on many of these things ends up castigating us from 
both directions. A program is either too far to the right or it's too 
far to the left. 

So, I think those two things are disassociated. 

Mrs. Herndon. May I speak to that, too, please? I think you 
were also speaking. Senator, about the community advisory boards 
that have been required by law? Tm a strong advocate of citizen 
input in the stations, and of the people in the local community 
feeling that this is their public broadcasting station. They give 
services as volunteers, they go in and advise, and they also give 
money. 

But I do not believe that if you did not stipulate in a law that 
stations must have community advisory boards, community adviso- 
ry boards would just go away. The majority of the stations had 
some kind of an advisory board or council, or committee, or friends 
that were advising them before this requirement was placed in the 
act I believe they are getting services from that community adviso- 
ry boards. Whether mandated or not, I believe the commimity 
advisory boards will be there, and there are stations who have said 
they had a very similar board already. They may have a board of 
regents with the university and then have a council or something 
that has some jurisdiction, some responsibility to advise. 

Many of them have said that the councils which they previously 
had, or whatever it was called, were serving that purpose. So I 
think you're going to have input from the public whether you 
mandate it in this law or not. Mandating it in 720 might require 
some additional paperwork, and the same thing is true of volun- 
teers. That has required a good bit of paperwork, to report on 
volunteers and to keep their hours and the dollars and all of that. 

I realize that's not in this bill, but it was a service that stations 
took on that they have to fund. 

Mr. Kelley. ifenator, in my written testimony, which I also have 
submitted for the record, I mentioned that, although I don't think 
we should change the bill to mandate those boards, it would be 
useful if the language of the bill at least perhaps encourage their 
continuation, although not requiring it. I think they serve an inter- 
esting and valuable purpose. 

In relation to your other question, a recent audience survey has 
been done — qualitative ratings with relation to the National Public 
Radio's listeners through all things considered — and we found the 
range of listeners who classify themselves as conservatives and 
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liberals, and poor and rich, as educated and uneducated, exactly 
parallel what you have in the country itself. Perhaps the mail we 
each get is directed to us according to our writers' thoughts of what 
we would like to see or what they feel we would be responsive to, 
because it seems the audiences for radio and television now are a 
pretty good cross section of what we have in the country, ethnically 
and demographically in all ways. 

Senator Pressler. I have some more questions, but Fm going to 
yield to Senator Cannon at this time and come back to my ques- 
tions, and maybe I will submit some additional questions for the 
record. Senator Cannon? 

Senator Cannon. Thank you very much, Mr. Chairman. I would 
like to add one thought this morning on a personal note. Robben 
Fleming will soon be retiring as the president of the Corporation 
for Public Broadcasting. I think weVe been very lucky over the 
past 2y2 years to have an individual as distinguished and well- 
respected as Mr. Fleming at the helm of CPB. Your imprint on 
public broadcasting will live far beyond your tenure at the Corpo- 
ration, and I think your shoes are going to be very hard to fill. I 
also want to commend the Board members that are here today for 
the fine job that they have likewise been doing. 

I have a few questions, but first I would just like to make one 
conmient, and that is to Mrs. Rockefeller's statement with respect 
to seniority — I found a lot of interest in that. 

Mrs. Rockefeller. I knew there would be certain S3anpathies in 
this room. 

Senator Cannon. I am completely in accord with that thought. I 
think it gets more important as time goes on. 

Let me ask Mr. Fleming, how many stations would be affected by 
the $1 million cap proposed in the bill? 

Mr. Fleming. I think the figure is about 10. 

Senator Cannon. About 10. Would you describe very briefly for 
the conmiittee the process of bidding for program funding by the 
local stations and whether, in your personal view, this system is 
the most efficient and desirable one for getting the job done. 

Mr. Fleming. Fm not sure what you mean by bidding. Do you 
mean when a submission is made to CPB for funds to fund a 
program on a station? 

Senator Cannon. Yes. 

Mr. Fleming. A station may propose a program or two or more 
stations may propose a program. Take, for example, a MacNeil- 
Lehrer tjrpe of program. They can propose something of that kind. 
They would propose what the budget would be. They would say to 
our program people, "We would like you to contribute x amount of 
the total cost, which would be y. If you will do that, we believe we 
could fund the balance of it, if you gave us that initial amount." 

Then judgments would be made in our program fund, using 
panels in part to decide on the merits of that particular kind of 
programing, along with other submissions. Then if they found it 
desirable, they would then fund it. 

In other cases program fund director would send out a request 
for proposals, in which he would say. "Here is a general area we 
are interested in." That could be, let s say, children's programing. 
He'd send out a request for proposals i ying "We are prepared to 
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fund certain requests in this area. We welcome your proposals." 
The request would indicate some of the guidelines, the amounts of 
funding that they were prepared to award, at least maximum 
amounts. There would then be submissions. It could from stations. 
It could from stations, perhaps from independent producers, and 
for programs in those areas. 

The proposals would, in turn, go through the panel evaluation 
process. Ultimately, a decision would be made as to which were to 
be funded. 

Senator Cannon. I want to compliment you and your staff for 
the excellent technical analysis that accompanied your testimony. I 
think it's going to be very helpful to the Committee. Senator 
Inouye has asked me to submit questions for him for the record. 
And he wanted me to ask this first one. I think we already have 
the answer to it from you people who have spoken already. But 
this is the question: 

S. 720 discontinues the principle of matching Federal funds. Tve 
been told in Hawaii the matching feature of Federal funding has 
served as a major fundraising tool for Hawaii public television. The 
Hawaii State government and corporations and even individual 
contributors are much more willing to give the station funding, 
when they know their support will be leveraged to a certain extent 
by Federal money. And he asked what your views were. 

Now I think we have already gotten some of your views on that 
point, but if any of you desire to comment any further specifically 
to that question, we'd be glad to have you do so. 

Mr. Fleming. I would just make one point. Senator. It is tied to 
the question of the size of the appropriation which you are pre- 
pared to make. If the appropriation is going to be substantially 
lower, then there is no realistic probability that a match in the 
proportions that the law now requires can be sustained, because 
the money simply isn't there to meet that match. You could change 
the ratio greatly, obviously, and you could say instead of raising $2 
in return for which you get $1 Federal, you must raise $6 in return 
for which you get $1 Federal. You can make the dollars available 
by some ratio, match the amount raised. 

However, it is not realistic, if one is talking about reduced appro- 
priations, to talk about a match at the 2-2-1 level. 

Senator Cannon. In other words, it certainly indicates less of a 
commitment, insofar as the Federal Government is concerned. It 
therefore, gives you less leverage, so to speak, in selling to your 
potential contributors. 

Mrs. Herndon. Senator, might I add, I think you just made the 
point though, I pulled the microphone over. I've heard the appeals 
around the country in many different States for funding during 
festival time, or whenever they were holding their fundraising. I do 
believe there has been a good leverage for them to say, if you 
contribute so much, then we will receive so much Federal funding. 
They've used that consistently, but the great disappointment comes 
when they get their CSG funds from us, and the appropriation has 
not matched the amount of money that was raised the 2 years 
previously, and they do not receive the funds, because the Federal 
Government has not been funding the match. 
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It's a dilemma for the stations, when they say to their public, "If 
you give this much, then the Federal Government'* — **or through 
the Corporation for Public Broadcasting, we'll receive this much 
money," and it really has been a dilemma, though I do believe it's 
been a very good selling point. I've never heard anyone argue 
differently about it. 

Senator Pressler. An3rthing further, Mrs. Rockefeller? 

Mrs. Rockefeller. I've said all I have to say. 

Senator Cannon. Thank you very much. Thank you, Mr. Chair- 
man. 

Senator Pressler. What are some of the accomplishments of 
maintaining the CPB program fund? How do you respond to the 
assertion that no need for the fund exists; that stations may not or 
do not want the programs whose production CPB supports? 

Mr. Fleming. If you will examine the programs which have been 
offered on both radio and television, to see which ones are the most 
popular, you will find that a very high ratio of those which have 
attracted the most attention, received the most awards, and are 
most in the minds of donors who give them money will have been 
funded in part by funds which come out of the national pool 
retained at CPB. There are many, many advantages in that. By 
getting our seal, so to speak, on the program, it is helpful in 
getting other donors to give. It seems to me the record speaks for 
itself in this respect. 

Mrs. Herndon. May I add one more word? Actually, in radio 
production, CPB funds the National Radio Production Fund out of 
the very production dollars we're discussing. The programs I hear 
mentioned most often on radio, "All Things Considered," and 
"Morning Edition," are funded with dollars which CPB furnishes 
for NPR for that production. 

I personally believe that type of program is very valuable and all 
the records and indications that we have indicate it is valuable. I 
do not know where it would be funded if it were not funded 
through production funds from CPB. And that just mentions radio. 
Bob Fleming spoke to television. 

Senator Pressler. Could the cap on what one station could re- 
ceive, could that conceivably result in smaller stations having a 
better chance to participate and to get more of the money, let's say, 
than they presently are? 

Mr. Fleming. They would probably get somewhat more money. 
We calculate there is about $7 million, which would result from 
appljdng that cap, which would then be available for distribution. 
The question is whether it would be productive to do that, because 
all of the stations are going to be dependent ultimately on pro- 
graming. They need programing. If, as a result of the cap, moneys 
available to some of the larger program-producing stations are 
reduced, the total program fare may be hurt. 

So the question is. Which way does one gain the most, regarding 
the smaller stations? One thing I would like to point out, that I 
think gets lost in all of this, is that under the old law, as well as 
the new, the way in which these payments to the stations are 
calculated is the result of conferences with the stations. There is no 
way, given the diversity of the system, in which you can get a 



Digitized by 



Google 



42 

formula that everybody will agree with, because they have quite 
different problems. 

However, it must be said, the way in which those funds are 
distributed now is the result of conversations with the stations and 
was the formula most acceptable to them, as a total group, though 
not always to individual units within that group. 

Mrs. Rockefeller. Senator Pressler, could I add one thing? I 
think it's not very well known that the top 12 stations produce 88 
percent of the PBS schedule. We have not had the problems of 
jealousy among the small stations or a feeling that they are getting 
less than their fair share, because they are thoroughly dependent 
for the reputations of their own stations in public broadcasting on 
what not only CPB helps produce, but what the top stations help 
produce. It's a myth that every station can be a major production 
center. Maybe in 1967 that looked like a good idea. Each should 
have the facility to cover their own regions and their own local 
problems, and maybe some of those programs are of national inter- 
est. But I think we have to keep in mind that programing is our 
product, and whatever we can do to most efficiently produce that 
program, we should be doing. 

Senator Pressler. This is not a hostile question, but it's one that 
must be asked in this budgetary environment. I gather from the 
panel, you suggest the amounts suggested are too small. What 
amount would you suggest is a proper amount? And where shall 
we get it from? 

Mr. Fleming. That's the kind of question you also answer by 
saying, * That's an interesting question." 

Mr. Kelley. I would like to at least mention that we have never 
seen the Congess appropriate as much as has been authorized in 
these acts from 1967 through to the 1978 act. It would be, I think, 
useful if the authorization levels were higher, and we could take 
our chance on the appropriation levels later on. But if you stick at 
$100 million on the authorization, we'll probably wind up. Lord 
help us, with $60 million in the actual appropriations. I don t know 
a figure, I'll let my colleagues take it. I think the authorization 
levels could still be raised, and you could still get the budget cuts 
you want without taking too much of a risk of dropping it below 
100 in the appropriation process. 

Mr. Fleming. Senator, let me go at it this way by building blocks 
as a part of the appropriation. I think all of us would agree we 
might differ as to what the figure is, but I think we would all agree 
you cannot sustain at the CPB level, a program fund, unless you 
are willing to have in it what I might call a critical mass. That is 
enough money to make it possible to really generate some pro- 
grams. If you re going to put $5 million in there, for instance, you 
might as well just not do it, because there isn't enough money to 
really do anything. 

This year, we have got about $38 million between radio and 
television of money that we put into national programing, about 
$14.5 million or so of that goes to radio and the balance of it goes 
to television. 

You can't put less than that — I'm talking only of programing 
now. You can't put much less than that into programing and still 
effectively do something, partly because the production costs are 
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very high, to produce, particularly in television. And the costs are 
escalating with inflation. Even if we had exactly the same amount 
next year, it would be worth 10 or 11 percent less. So there's a 
building block of somewhere between $35 to $40 million there. 

Then, if you're going to distribute money to stations, 50 percent 
of $100 million, would be $50 million, which is slightly more than 
half of what they are now getting. That's an enormous cut. There- 
fore, it seems to me, to try to answer your question, that the 
answer is somewhere between a minimum of maybe $130 million 
and a maximum of about where we are now, if one wants to 
sustain these functions and not see stations, both radio and televi- 
sion, disappear. 

Mrs. Rockefeller. Do you mind if I try to answer it? I know you 
get extremely weary of people coming before you and begging and 
pleading for money. Tm not goinjg to change my tune though, 
oecause we're not a rich system right now. In fact, we're a very 
impoverished system. We're talking about levels of funds for 3, 4, 
and 5 years from now. If you assume an inflation level of 8 to 10 
percent during those years— and in broadcasting, the inflation 
factor is closer to 30 percent, rather than the 8 to 10 percent you 
have in the rest of the economy. 

I think to be totally politically realistic, I would ask for a mini- 
mum level of where we are right now, which means a cut, really, of 
10 percent per year, until you reach the years of 1984-86. 

Senator Pressler. OK. 

And a last question, no one took a crack at. Where shall we cut 
elsewhere to make up for this? But I won't do that. 

You can submit it in writing. 

Mrs. Herndon. I wanted to say with due respect. Senator, your 
questions didn't sound hostile at all, until you get to that last 
phrase. 

Senator Pressler. That's the problem we're facing, so I guess 
that's my problem. 

Mrs. Herndon. We understand that. 

Senator Pressler. Thank you very much. It's been a very good 
panel. Your written testimony is very useful and valuable to the 
committee. We appreciate the work you're doing, and we appreci- 
ate your service. 

[The following information was subsequently received for the 
record:] 

Questions of the Committee and the Answers Thereto 

Question 1. I note that in the section-by-section analysis, support is given to the 
concept of returning some portion of a basic grant if unrelated business income is 
incurred. How do you reconcile that with the views you have expressed on this 
issue? 

Answer. The section-by-section analysis does not support a concept in this regard. 
It merely analyzes the results of the language of S. 720 and suggests that, if another 
result is desired, the language might be changed. 

Question 2. Please explain what you mean by "having CPB consider an increase 
in the so-called basic grant" to provide for some incentive. (See page 7 of your 
testimony.) 

Answer. In accordance with the instructions contained in the statute, CPB works 
out the formula for distribution of Community Service Grants after consultation 
with the licensees. The Community Service Grants are now comprised of Basic/ 
Uniform and Incentive portions. An increase in the amount of funds which all 
stations receive for the Basic/ Uniform portion of the CSGs would automatically 
reduce the amount of funds available to stations for the Incentive portion of the 
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grant. A consensus of licensees favor the inclusion in the formula of a factor which 
provides an incentive to fund-raising. 

If we are to take seriously the obligation to consult with the licensees about the 
way in which future station grants are to be administered, it seems logical that CPB 
ought to retain some flexibility in responding to a request to include an incentive 
factor. That factor need not be parallel to the past practice of distribution. It is 
possible that, in the course of discussions, CPB and the stations might find some 
new way to treat the incentive question. 

Question 3. What are some of the accomplishments of maintaining a CPB Pro- 
gram Fund? How do you respond to the assertion that no need for the fund exists 
since stations may not, or do not, want the programs whose production CPB sup- 
ports? 

Answer. For over twelve years the Corporation has been supporting television 
programs for public broadcasting. Without the financial assistance of CPB, such 
programs as Sesame Street," "The Electric Company," "Mr. Rogers' Neighbor- 
hood," "NOVA," "Cosmos," "Dance in America,' "Live from Lincoln Center," 
"Soul!," "Black Journal," "The MacNeil/Lehrer Report," "Bill Moyers' Journal," 
and many others would not have been produced and distributed to public television 
stations. In 1980, programs which received support from CPB won the following 
awards: 

Five Emmys. 

Three DuPont/Columbia Broadcasting Journalism Awards and one DuPont Cita- 
tion. 

Two Peabody Awards. 

One Christopher Award. 

One Ohio State Award. 

One National Educational Association for Advancement in Learning Award. 

One American Women in Radio and Television Award. 

One American Jewish Committee on Mass Media Award. 

Last year, the Corporation consolidated its television programing activities into a 
Program Fund. The major accomplishments of this Fund in its first year can be 
divided into two areas: 

Process: The Program Fund has established a panel process for both developing 
goals and reviewing proposals. To date, we have held fourteen panel meetings: three 
to set goals and the balance to review proposals. To date they have issued seven 
invitations for proposals: one for an independent anthology, four for mcgor issue- 
oriented programs (Crisis-to-Crisis, one for drama and one for script development). 

Programing: The creation of the "Independent Anthology" with the allocation of 
$1.5 million will make funds available to the community of small independent 
producers, as mandated by Congress. 

The creation of the "Crisis to Crisis" series with the allocation of $2 million will 
support programing which deals with the controversial issues of the day in a 
responsible and illuminating manner. 

The funding of "Righteous Apples," "Up and Coming," the Minority SPC Fund at 
PBS, as well as smaller grants to various producers, will respond to the Fund's 
emphasis on minority programing. The total amount of minority funding is 
$4,702,000, or 21 percent of the fiscal year 1981 budget to date. 

With respect to the assertion that stations may not or do not want programs 
supported by CPB: This would be hard to substantiate since just recently public 
television stations, through a cooperative, purchased 26 series, of which 18 were 
developed with CPB support or received their initial funding from CPB. 

It is also fair to say that if there were no mechanism at CPB to stimulate and 
support the development of high-quality, innovative programing at the national 
level, such a mechanism would have to be created. As long as public broadcasting 
remains a locally-based confederation of stations with differing persisectives — a 
great strength— some mechanism would have to be devised which recognizes the 
diverse needs, views and interests of the stations, and provides programs that 
respond to national needs and unserved audiences. It is logical to place that mecha- 
nism in an organization not directly beholden to any particular constituency other 
than the American public, and one that has no control over the scheduling, promo- 
tion and distribution of programing, thereby precluding any charge of "network- 
ing." 

Question 4- You express some concern that the $1 million cap on basic grants 
imposed by S. 720 would negatively affect the national programs production capa- 
bilities of the largest stations. Isn't it likely that the new emphasis placed on 
program production by S. 720 will make up for the difference? Won't CPB have 
more funds for the purpose? Won't other stations be more willing to contract with 
the WETA's of the world for program productions? 
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Answer. The new emphasis on program production called for by S. 720 will not 
make up the difference in program monies because the total appropriatin will be 
reduced from $172 million on 1982 to $100 million when it is stabilized in 1985. At 
that time, 50 percent of the appropriation would go to the stations ($50 million); five 
percent would go to CPB adminstration ($5 million); and 45 percent ($45 million) to 
CPB for programming and other expenses. The other expenses include research, 
training, EEO functions, repayment of the satellite debt, etc. When these are taken 
out of the budget, approximately $38 million would be left, which is the same 
amount now in the Program Fund. 

Stations grants will be substantially reduced from their current level when the 
appropriation decreases to $100 million. They would then be very hard pressed to 
contract with other stations for programs. 

Question 5. S. 720 provides that any station involved in any kind of enterprise 
that generates taxable income will lose one dollar of federal funding for every dollar 
of income. 

Would this be true if the station formed a subsidiary corporation which earned 
income which in turn the subsidiary donated to the station? 

Answer. Our understanding of current IRS tax riegulations suggests the following 
to the question on income from subsidiary corporations. 

If a non-profit public broadcasting organization creates a subsidiary organizaiton 
which is for-profit and is organized to have its own board of directors which is 
separate from the public broadcasters, and that corporation decides to transfer its 
aftertax profits, if any, to the public broadcaster, than the transfer would be in the 
nature of a gift and would not be considered unrelated business income to the public 
broadcaster. It would, therefore, not be affected by the provisions of S. 720. 

If a non-profit public broadcasting organization established a wholly owned sub- 
sidiary which operates for-profit and whose board of directors interlocks with the 
board of the parent public broadcaster, and that corporation transfers its after-tax 
profits, it any, to the parent public broadcaster, then the income can be treated one 
of two ways. If the public broadcaster incurred debt or used its assets to capitalize 
the subsidiary, then, based on our research of the tax laws, the after-tax profit 
which is tranisferred to the parent public broadcaster is subject to unrelated busi- 
ness income tax up to the percentage of the capitalization that the parent provided. 
The remainder of the income would be considered passive and not subject to unre- 
lated business income tax. 

If the public broadcaster incurred no debt to capitalize the subsidiary — the for- 
profit subsidiary capitalized itself— then all of the transfered profits or dividends 
would not be considered unrelated business income and would be free of tax. 

Generally then, the profits from a for-profit subsidiary which are transferred to a 
parent non-profit public broadcaster are not considered unrelated business income 
and not subject to tax, or to the income recapture provisions of S. 720. This 
conclusion is subject to the exception discussed above and other technical tax 
regulation considerations. 

Question 6. In the past, public television has placed a great deal of emphasis on 
tailoring program offerings to local needs and interests. This is one of the reasons 
why the Corporation for Public Broadcasting has passed on the majority (60 percent) 
of its funds directlv to local public broadcasting stations as unrestricted "Communi- 
ty Service Grants. ' Continuation of this practice is extremely important to commu- 
nities such as Hawaii's, where some needs and interests differ greatly from the 
nation as a whole. In the case of Hawaii, a large portion of the Community Service 
Grant supports locally produced programs specifically tailored to Hawaii's needs. 

It is my understanding that S. 720 would reduce the CJPB pass-on to local stations 
from 60 percent to the 50 percent. In addition, a large part of the other 50 percent 
could be used by the CPB for its own program production and acquisition. 

Won't this work to the detriment of communities whose needs and interests are 
somewhat unique? 

Answer. The appropriate balance between programs reflecting local interests and 
programs of national interest is determined by each public television station. Al- 
though there is currently hardly enough money for each station to produce the local 
programming required, that lack cannot properly be filled by eliminating the na- 
tional productions such as "Dance in America," "MacNeil/Lehrer," and "Play- 
house," which are so expensive that no local station can afford to develop them 
without the aid of the national fund. 

In the extreme case of Hawaii, removed geographically from the cultural and 
intellectual centers of the country, it seems to be particularly important that its 
citizens have access to the best that can be provided of national interest in order to 
confirm its participation in the national community. 
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Question 7. I believe S. 720 provides that any public broadcasting station involved 
in any kind of enterprise that generates taxable income will lose one dollar of 
federal funding for every dollar of income. 

(a) Since the beginning of public broadcasting, adequate funding has been a 
problem. Won't this encourage greater reliance on federal fundings? 

Answer. It is our belief that public broadcasting can support itself only by a 
combination of public (federal and state) money and private support or income. If 
stations are able to earn private income, it will be taxed. To then disallow the 
income from the amount of station grants would be a form of double taxation and 
would discourage the stations from trying to raise private funding. Basically, this 
provision is a disincentive and contrary to the philosophical direction that S. 720 
appears to represent as the future of public broadcasting. 

Question 8. S. 720 eliminated CPB support for interconnection among stations. 

(a) How important is interconnection to your system of public broadcasting? 

(b) Will this prohibition against CPB support seriously affect the ability of sta- 
tions to interconnect, especially since stations will also not be allowed to use €my of 
the funds from Community Service Grants for that purpose? 

Answer. Before 1967, the public broadcasting stations were not interconnected. 
The 1967 Public Broadcasting Act authorized the initiation of an interconnection for 
public stations. The purpose of the interconnection is to allow local stations access 
to national cultural and educational opportunities that are not available in the local 
community and would be much too expensive for a single station to film (or tape). 
The sharing of cultural opportunities and the sharing of the cost of producing and 
distributing them is an important part of the purpose of a national interconnection. 

The prohibition against CPB support of the interconnection will mean that the 
stations will have to pay for it in its entirety. Given the fact that both federal and 
state support are being reduced, it will be difficult for stations to pay the whole cost 
of the interconnection. This problem would be somewhat eased, though by no means 
eliminated, if the Community Service Grants were unrestricted, as we have advoca^ 
ed. 

Senator Pressler. I shall now call Hon. Dale Hatfield, Acting 
Assistant Secretary for Communications and Information, National 
Telecommunications and Information Administration, Washington, 
D.C. 

We do have the light system here. When the light shows red, it's 
time to slow down. 

STATEMENT OF HON. DALE HATFIELD, ACTING ASSISTANT 
SECRETARY FOR COMMUNICATIONS AND INFORMATION, NA- 
TIONAL TELECOMMUNICATIONS AND INFORMATION ADMIN- 
ISTRATION, DEPARTMENT OF COMMERCE, ACCOMPANIED BY 
DR. JOHN CAMERON, DIRECTOR, PUBLIC TELECOMMUNICA- 
TIONS PROGRAM 

Mr. Hatfield. Thank you, Senator Pressler, for giving me this 
chance to express NTIA'i^ initial views on certain aspects of S. 720. 

With me this morning is Dr. John Cameron, the Director of 
NTIA's public telecommunications program. Basically, this pro- 
gram, which is dealt with in section 7 of your bill, makes grants to 
assist public radio and television stations to make capital improve- 
ments. 

Dr. Cameron, as many of you know, has been affiliated with this 
program since its inception. He can answer any questions the 
subcommittee may have with regard to its operation. 

With your permission, I would like to submit my longer prepared 
statement for the record. And in the interest of saving time, I 
would just briefly summarize the statement here. 

I should state at the outset that the administration is currently 
reviewing S. 720 and related public broadcasting initiatives. Ac- 
cordingly, ru be addressing only some of the issues that the bill 
raises. 
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We do commend the subcommittee and its staff for the careful 
and conscientious consideration of public telecommunications 
issues that S. 720 reflects. 

There is little associated with public broadcasting that has not 
provoked heated controversy and spirited debate. But in most re- 
gards, S. 720 reflects a reasonable balancing of sometimes sharply 
conflicting interests, in areas where reasonable men and women 
often differ. 

Thus, we support the subcommittee in its efforts to revise the 
1978 legislation, and generally scale down Federal taxpayer sup- 
port for public telecommunications. 

Now is a particularly appropriate time for Congress to consider 
the present and future roles for direct public subsidies for public 
broadcasting. This is so for a number of reasons, and let me just 
briefly summarize them. 

First, as discussed in more detail in my full statement, many of 
our traditional approaches to public broadcasting have been pre- 
mised on "market failure" assumptions. And these assumptions are 
no longer as valid as they once were. In the 1960s, the assumption 
was that the commercial marketplace either could not or would not 
provide the American public with a diversity of choices. 

There have been tremendous changes in the electronic communi- 
cation field since that time, however. Today, commercially provided 
choices are more abundant, and are becoming increasingly so. I 
have in mind cable television, satellite distribution of cable televi- 
sion, low-power television — which the Commission is now talking 
about. 

Second, public broadcasting today is far stronger and more 
widely accepted than it once was. In the 1960's, when the facilities 
program began, public television was a minor service, and public 
radio was almost nonexistent. 

Today, over 90 percent of the public has access to either public 
television or public radio, or both. 

Moreover, public broadcasting enjoys significant and increasing 
public support from a mix of funding sources. 

The third reason why S. 720 constitutes a very timely undertak- 
ing relates to our current No. 1 national economic priority: the 
halting of inflation. Reduction of Federal expenditures is essential, 
if we're to promptly achieve the national economic recovery the 
President pledged. 

To recapitulate, then, because of: one, the growing abundance of 
commercially provided, high-quality, and targeted programing; and 
second, the increased acceptance and the broad mix of funding 
sources available to public broadcasting; and three, the overriding 
need to achieve control over the growth of Federal expenditures — 
for these three reasons, we support the subcommittee's efforts to 
review public broadcasting, and generally reduce its reliance on 
Federal funding. 

Against this general background, then, Fd like to make two brief 
specific comments on the bill: 

First, I must strongly object to the proposed enactment of section 
7. This section would reauthorize the facilities program for 3 years, 
starting at about 60 percent of its current level, with the amount 
gradually declining. 
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NTIA's facility program is one of a number of special-purpose 
grant-in-aid programs that the President has proposed eliminating. 
This cutback is part of a general retrenchment that we in the 
administration believe is essential to achieving control over Feder- 
al expenditures. 

Therefore, this provision of the bill is inconsistent with the Presi- 
dent's program. 

In my recent statement before the House Subcommittee on Com- 
munications, I outlined several valid reasons why we fully support 
the President's recommended termination of this program. 

My second specific comment on the bill, as it's presently drafted, 
relates to the provision that would restrict station use of the 
money that CPB would disperse to them. Under the bill as we read 
it, this money could only be used to produce or buy programing. 

As we necessarily scale back on Federal subsidies to public 
broadcasting, it's important that we avoid being overly restrictive 
in our rules regarding the use of the remaining support, lest we 
undercut public broadcasting's own efforts to reduce their depen- 
dency. 

Our thinking is that this should be changed. This can be done 
fairly easily, by using the word ''primarily" instead of "exclusively" 
in that portion of the bill that deals with Federal funding. 

In conclusion, Mr. Chairman, let me again commend the subcom- 
mittee and the staff for the solutions proposed for these difficult 
issues, and pledge to you that NTIA stands ready to assist you 
further, in any appropriate way. 

Thank you. 

Senator Pressler. Thank you very much. 

Mr. Hatfield, we know that almost 90 percent of the American 
public is served by public television. What is the coverage for 
public radio? 

Mr. Hatfield. At the present time, approximately 90 percent has 
television, and slightly less than 70 percent have access to radio. 

When the money that we currently have obligated to various 
stations is spent and construction is completed, the figures will be 
roughly 92 percent for television, and about 74 percent for radio. 
Those are estimates, of course. 

Senator Pressler. Where does most of the slack in service occur? 

Mr. Hatfield. Well, we have maps that we can supply to the 
subcommittee for the record, that show coverage in various parts of 
the country. It tends, of course, obviously to be the more sparsely 
populated areas of the country. 

Senator Pressler. We will put those in the record,^ if you have a 
simple map. 

Mr. Hatfield, you make the case in your testimony that public 
broadcasting is in place, fully matured, and there is really no need 
for further facilities or hardware. 

Why, then, should we not restrict the use of the Federal dollars 
for program support, if non-federal support is on the upswing? 

Doesn't this give the Federal Government greater freedom to be 
more restrictive in their approach? 

Mr. Hatfield. Yes. I think it's a question of how many things 
you do at one time. And I think, especially in the earlier years. 



' The material supplied was not reproducible and is in the committee files. 
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when we are necessarily proposing these reductions, that the sta- 
tions should be able to spend the money with some flexibility, so 
that we don*t overload the system, if you will. 

You can put too many constraints on. 

Senator Pressler. Under the proposed bill, S. 720, in your opin- 
ion, would the facilities program make public radio the focus of its 
responsibilities? 

Mr. Hatfield. I think that's probably correct. And I think that 
the reason for that is that as you go to higher and higher coverage 
percentages, you have a diminishing return. It's getting very, very 
expensive to get the last few percentage points in television, I 
think. 

In radio, we're still at a level where the money would buy quite a 
bit more, in terms of percentage coverage. 

Senator Pressler. Thank you. That concludes my questions. 

Senator Cannon may have some that he wishes to submit for the 
record. If so, I will do so. 

Let me say that other members of this subcommittee may have 
questions which would be for the record, which you will receive. 

I didn't get a chance to introduce your colleague. Perhaps you 
can introduce him. 

Mr. Hatfield. Dr. John Cameron. He's head of our facilities 
program. 

Senator Pressler. We thank you very much. 

[The statement follows:] 

Statement of Dale N. Hatfield, Acting Assistant Secretary for 
Communications and Information, Department of Commerce 

Thank you for giving me this chance to discuss public broadcasting issues with 
you briefly, and to express NTIA's initial views on some of the aspects of S. 720, the 
proposed 'Public Telecommunications Act of 1981." 

There are basically two Federal support programs in the public broadcasting area, 
as you know. The first cluster of programs consists of those that are administered 
under the auspices of the Corporation for Public Broadcasting. These programs, of 
course, focus chiefly on the so-called "software" or programming aspects of public 
broadcasting, and they include the underwriting and distribution of television and 
radio shows. 

The second Federal support program in this area is the Public Telecommunica- 
tions Facilities Program (PTFP), which is currently administered by NTIA. This 
pioneer public broadcasting support program is focused on the "hardware" side of 
the public broadcasting "business." The Facilities Program was set up in 1963, and 
was administered by HEW's Office of Education for a number of years. It was 
transferred to NTIA in 1978 by the legislation that the Subcommittee is now 
considering amending. This program basically assists public radio and television 
stations in making capital improvements, although some planning grants have been 
made since such grants were authorized in 1978. With me this morning is Dr. John 
Cameron, the director of the Facilities Program. Dr. Cameron, as many of you 
know, has been affiliated with this Program since its inception and thus can answer 
any questions concerning its operations that the Subcommittee may have. 

To begin with, the Subcommittee and its staff are to be commended for the 
careful and conscientious consideration of public broadcasting issues that S. 720 
reflects. As you appreciate, there is little associated with public broadcasting that 
does not provoke heated controversy and spirited debates. In most regards, S. 720 
reflects a reasonable balancing of sometimes sharply conflicting interests, in an 
area where reasonable men and women often differ. Let me also state that I believe 
strongly that it is quite appropriate for Congress, at this time in particular, serious- 
ly to consider the present and future role of direct Federal public broacasting 
support for the following reasons. 

First, Federal support of public broadcasting generally rests on "market-failure" 
assumptions that are certainly less valid today than they were in 1963 (when the 
Corporation for Public Broadcasting was cr' ated). Our conventional approaches to 
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both public and commercial broadcasting issues too often rest on technical scarcity 
assumptions and rationales that just no longer really pertain. 

Twenty years ago, for example, it may have been quite reasonable to assume that 
only a limited number of "media voices" were technically feasible. Or to assume 
that only broadcast technologies could efficiently deliver important news, informa- 
tion, and entertainment services to the American public. Competitive pressures 
then, moreover, forced radio and television stations to homogenize their service and 
to offer only "common denominator" shows. Twenty years ago, therefore, the diver- 
sity of high quality, specifically targeted programming that is the mainstay of 
public broadcasting may have been achievable only through direct Federal involve- 
ment and direct taxpayer subsidies. 

Instead of a regime of scarcity, however, today's telecommunications industry is 
increasingly characterized by greater diversity and growing abundance. Advances in 
electronic technology, liberalized FCC regulations, and commendable deregulation 
initiatives like this Subcommittee itself has undertaken— all have contributed sub- 
stantially to an increasing abundance of news, information, and entertcdnment 
services. Today, virtually all listeners and viewers have available to them a broad 
and broadening range of diverse service options, some offered by noncommercial 
and many more offered by commercial operations. 

Proposed changes in AM radio policies — such as reflected in the pending Nine 
KiloHertz proposals— have the potential greatly to expand the number of radio 
station choices. The same thing is true in FM radio. There, NTIA has worked 
affirmatively with the FCC and its expert staff to overhaul and to modernize 
outmoded FM frequency management rules with the goal of increasing the number 
of media "voices," while protecting existing stations against excessive interference. 
The advent of a competitive commercial domestic satellite service in 1976, coupled 
with the subsequent deregulation of cable television, has yielded literally an expo- 
nential surge in cable growth, particularly in the pay service area. Many Americans 
are also receiving pay service via microwave distribution directly to the home and 
by subscription, over-the-air service. The FCC currently is proposing to license 
several thousand additional "low power" television stations nationwide. Proposals to 
offer the public new and innovative direct broadcast satellite services are now 
pending FCC action. Last year, moreover the American public bought almost a 
million video tape and video cassette machines — at an average cost exceeding 
$600 — again presumably to broaden their entertainment choices and options. 

Advances such as these indicate that the specialized needs and interests that 
conventional commercial television in the Sixties might not have targeted will now 
be satisfied. Our increasingly competitive electronic marketplace is clearly fast 
meeting the needs and desires of virtually every segment of the American public. 
Public broadcasting, therefore, is not necessarily the only feasible way of addressing 
minority or specialized audiences today. Rather, such interests and audiences now 
can be satisfied by private, commercial entrepreneurs as well and this will become 
even more true in the future. 

Not only are the traditional "market-failure" premises for substantial Federal 
support of noncommercial broadcasting thus fast eroding, but the public broadcast- 
ing community today is far stronger and generally accepted than was earlier the 
case. In the Sixties, when the Facilities Program began, public television was a 
minor service and public radio was almost nonexistent. That, however, is clearly not 
true today. 

Public broadcasting, secondly, today obviously has a substantial base. It enjoys 
significant and increasing public support. Membership contributions have been and 
are steadily increasing. Corporate underwriting of programming efforts is also well 
established and growing. Given public broadcasting s strength, broad mix of funding 
sources, and manifest public support, it is certainly appropriate for Congress to 
reassess the need for continued Federal funding. 

The third reason why S. 720 constitutes a very timely undertaking relates to our 
current number one national economic priority halting inflation. Reducing Federal 
expenditures and curtailing needless Federal interference with the efficient work- 
ings of our competitive marketplace are key ingredients. They are essential if we 
are promptly to achieve the national economic recovery that the President has 
pledged. 

As the Subcommittee understands, the Administration has proposed a 25 percent 
reduction in the appropriations to the Corporation for Public Broadcasting this 
coming fiscal year. NTIA's Facilities Program, additionally, is one of a number of 
special purpose grant and aid programs that the President has proposed eliminat- 
ing. This cut-back is part of a general retrenchment that we in the Administration 
believe essential to achieve control over Federal expenditures. Fiscal restraint, in 
short, is today's policy imperative. 
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Against this general background, let me now turn to some of the specific issues 
that are raised by S. 720. 1 should note in this regard that the Administration is still 
engaged in reviewing this important legislation and has not yet completed formulat- 
ing a comprehensive position. Let me, however, provide some general comments on 
certain of the issues that are presented by this bill. 

First, I must strongly object to the proposed enactment of section 7 of the bill. 
This section would reauthorize the Facilities Program for three years at about 60 
percent of its current level, initially, with the amount gradually declining. The 
President has recommended the elimination of this program, as I indicated, and this 
provision of the bill, therefore, is inconsistent with the President's program. In my 
recent statement before the House Subcommittee on Telecommunications, I outlined 
several valid reasons why we fully support the President's termination recommen- 
dations. 

Secondly, we suggest that the Subcommittee consider changing the language in 
the bill that woiud restrict station use of CPB disbursements "exclusively" to 
program production or acquisition. Rather than "exclusively," the Subcommittee 
might want to consider adopting a "primarily" standard. Statutory constraints on 
the use of funds that may seem appropriate today may be less appropriate later. 
Our Facilities Program regulations for some time have allowed grantees to make 
limited commercial use of funded equipment, if stations want to dfevelop additional 
sources of revenue. We think that similar flexibility should be accorded stations in 
respect of the funds that would be disbursed to them by CPB under this bill. 

A migor goal of this Administration is weaning public broadcasting from Federal 
taxpayer support. This seems most likely to be achieved soon by encouraging public 
broadcasting to seek alternative sources of revenue. In my recent statement before 
the House Subcommittee, I indicated our view that relaxing some of the current 
restrictions on the auxiliary, commercial use of public broadcasting facilities might 
open up some new revenue sources, and thus alleviate pressures to increase tax- 
based subsidies. Anv rigid statutory requirement that all CPB disbursements be 
u»sd "exclusively" for public broadcasting programming, could undercut efforts to 
lessen public broadcasting's reliance on tax support. 

I fully appreciate the legitimate concerns that have been raised regarding the 
potential for unfair competition with private enterprise inherent here. NTIA has 
long been concerned with analogous issues; we opposed U.S. Postal Service diversifi- 
cation into the electronic mail Dusiness, for example, and also questioned Federal 
Reserve plans to deploy an "electronic banking" system — both of which government 
enterprises would have competed with the private sector. 

We do not believe, however, that at this time when Federal support of public 
broadcasting is being necessarily scaled down, rigid prohibitions and disincentives 
on seeking alternative revenue sources are in order. In this respect, moreover, it 
should be borne in mind that noncommercial public broadcasters are subject to a 
number of outside constraints regarding possible profit-making undertakings. These 
constraints include, for example, FCC rules. State and local tax laws, and other laws 
that limit the unrelated income stations can obtain without possibly jeopardizing 
their nonprofit, t£«-exempt status. Commercial use of public broadcasting funds and 
plant, moreover, is not likely to be great, because of the availability of increasingly 
competitive and abundant private sector operations. Public broadcasters enjoy no 
"bottleneck" on production or distribution facilities that we are aware of The 
question here, admittedly, is one of degree. We believe, however, that at this time 
the wiser course is to avoid imposing rigid statutory barriers and disincentives on 
public broadcasting developing alternative revenue sources. 

In conclusion, Mr. Chairman, the Administration is currently reviewing S. 720 
and related public broadcasting initiatives, as I indicated. In my statement today, 
accordingly, I have addressed only some of the issues that this bill raises. Let me 
again, however, commend the Subcommittee and its staff for their reasoned ap- 
proach to this issue and to assure you that NTIA stands ready to assist you further 
m any appropriate way. 

Senator Pressler. I shall now call on the two panels together, in 
the interest of time. 

I would like to extend a special welcome to Mr. Martin Busch of 
Vermillion, S. Dak., who is general manager of the South Dakota 
Public Television Network. Martin is well known in public broad- 
casting circles, and he's done much to expand the audience for 
public radio and television in South Dakota. 

Those on panel I include: Mr. David Carley, president, National 
Association of Public Television Stations; Mr. Frank Mankiewicz, 
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president, National Public Radio; Mrs. Diana Lady Dougan, chair- 
man emeritus, Friends of KUED, Salt Lake City, Utah, and chair- 
man. Education Committee, Board of Directors, Corporation for 
Public Broadcasting; and Mr. John J. Iselin, president of WNET- 
TV. 

Panel II includes: Mr. Pluria Marshall, chairman. National Black 
Media Coalition; Mr. Tom Thomas, president. National Federation 
of Community Broadcasters. 

We welcome you here. 

In the interest of time, we'll still allocate 5 minutes to each 
witness. If you can do it in 3, and summarize and submit the rest for 
the record, we would appreciate it, but that's your judgment. Please 
watch the red light here in front of me. Do we have Mr. David Carley 
here? Yes, we do. 

Mr. Carley? 

STATEMENTS OF DAVID CARLEY, PRESIDENT, NATIONAL ASSa 
CIATION OF PUBLIC TELEVISION STATIONS; MARTIN BUSCH, 
GENERAL MANAGER, SOUTH DAKOTA PUBLIC TELEVISION 
NETWORK; FRANK MANKIEWICZ, PRESIDENT, NATIONAL 
PUBLIC RADIO; DIANA LADY DOUGAN, CHAIRMAN EMERITUS, 
FRIENDS OF KUEDSALT LAKE CITY, UTAH, CHAIRMAN, EDU- 
CATION COMMITTEE, BOARD OF DIRECTORS, CORPORATION 
FOR PUBLIC BROADCASTING; JOHN J. ISELIN, PRESIDENT, 
WNET-TV; PLURIA MARSHALL, CHAIRMAN, NATIONAL BLACK 
MEDIA COALITION; AND TOM THOMAS, PRESIDENT, NATION- 
AL FEDERATION OF COMMUNITY BROADCASTERS 

Mr. Carley. Mr. Chairman, my name is David Carley, Fm presi- 
dent of the National Association of Public Television Stations. My 
testimony will be considerably different than that which you have 
already heard this morning, differing with both the Corporation for 
Public Broadcasting representatives in part, and certainly with Mr. 
Hatfield. 

We are grateful to you, Mr. Chairman, and to Senator Gold- 
water, and your other colleagues, for the introduction of S. 720. For 
those parts of the bill that we agree with, you have already in our 
established record so I won't take your time this morning to tell 
you again parts of the bill we support. 

Let me go immediately to those parts that we have some consid- 
erable difficulty with. We would like to emphasize, regarding the 
funding principles as outlined in the bill, that Federal support is 
the basis of voluntary support. 

For all of the discussion of public television by the "experts" in 
newspapers and in the media over the last couple of months, that 
we no longer need public television because there are other alter- 
native capabilities, new technologies, and so on; the public dis- 
agrees. During the last month alone, during this fundraising 
month, over 600,000 American families raised and offered to public 
television, over $26 million. 

The public disagrees and says there is a great value, an enor- 
mous value, in public television. But a good part of that comes 
from the Federal support that they have been given in the past. I 
might say to you, Mr. Chairman, the match is incredibly impor- 

tit. The elimination of the match in the bill, is disturbing. Our 
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station managers, in drafting their own legislative principles have 
called for a 1 to 1 match. At present the law calls for a 2 to 1 
match. We don't care if you want to make it 4 to 1 or 5 to 1 but 
leave the match in. 

The match that has been in the law to date has really been the 
justification for public television to ask for additional private funds 
on the promise of the fact that the Federal Government was 
matching to some extent. We are in favor of the retention of the 
Corporation of Public Broadcasting. You'll see some legislative pro- 
posals that call for the elimination of the Corporation; we do not 
feel that way. We ask for its retention even as your bill does. 

The authorization levels you propose however, are drastic. Addi- 
tionally, the authorization levels for NTIA, contrary to what Mr. 
Hatfield has proposed, should be increased. Their study of June 
1980, the long-range plan for public telecommunications by the 
Department of Commerce, calls for $40 million a year for the next 
5 years, their own study. 

We agree with that study. There is no way — should Senator 
Cannon be here we would be pointing out that at the University of 
Nevada at Reno, the proposed creation of a new station, which now 
will not be possible at all without additional NTIA facilities. The 
allocation of funds within the bill for National programing— more 
programing than even today — an inappropriate response. We be- 
lieve that public television programing in America, public televi- 
sion reflecting America's diversity, ought to come from local televi- 
sion stations, not at the national level. The decision level ought not 
to be moved to Washington, D.C., but ought to take place in your 
State, in my home State of Wisconsin, and the other 48 States of 
America, not in the Nation's Capital. 

Instead of calling for a ceiling of CSG's at 50 percent, it ought to 
be a floor, a floor of 50 percent. The power given Congress to 
distribute funds has been taken care of quite adequately by the 
public television stations themselves. The proposed restrictions in 
CSG's, heretofore nonrestrictive, we believe, ought to be struck 
from the bill. 

We believe. Senator, there's an invalid assumption in the bill, 
that today CSG's do not go to pay for programing. May I say, on 
the contrary, that that is what CSG's are spent for; the proponder- 
ance of the CSG dollars are spent for programing. 

We applaud your willingness to call for alternative revenue pos- 
sibilities in the bill. We think that is important, but we would ask 
that before the idea becomes dogma in this country and in Con- 
gress, that alternative revenue sources will save public television 
and additional revenue sources will be easy to come by, the evi- 
dence to date shows that there is not that much promise out there 
in terms of entrepreneurial revenues that will pay for all of public 
television's needs. 

Last, at the same time with the left hand you offer alternative 
revenue sources, you impose also a disincentive, we believe, by 
saying that whatever income comes to the stations will be subtract- 
ed from their CSG's. 

We think that probably is inadvisable, and would ask the com- 
mittee respectfully to remove that particular provision. 

Thank you very much. 
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[The statement follows:] 

Statement of David Carley, President, National Association of Pubuc 
Television Stations 

Good morning. My name is David Carley. I am President of the National Associ- 
ation of Public Television Stations. Thank you very much for inviting me to speak 
to you today about the new authorizing legislation for public broadcasting. 

The nation's public television stations are grateful to Senator Goldwater and his 
three co-sponsors for their important contribution to public broadcasting as evi- 
denced by S. 720. As is the nature of thincs, we agree with some of its provisions 
and offer some modifications to others. Understandably, perspectives differ and you 
have been generous enough to ask us to comment on the proposed bill from the 
perspective of 170 diverse public television licensees, who share, however, a common 
record of distinguished service. 

In recent weeks, public television has received more than its normal Quotient of 
"expert" analysis by the press, most of it gloomy. We have been hearing that the so- 
called "new technologies ' (most of which have been around for many years) soon 
will make commercial television so appealing that public television may no longer 
be needed. We have also heard that public TV is an elitist service, appealing only to 
wealthy professionals whose tastes should not be supported by t£« dollars. And, we 
have been told that public TV can be financed through so-called '"alternative" 
revenue sources — advertising, facilities rentals, increased subscriber income, and 
other devices— so that federal support for public television can be reduced without 
harm to the services the public has come to depend on. 

These are the views of the "experts" in the media and elsewhere. Fortunately, the 
public seems to disagree with these opinions— especially with the idea that public 
TV is becoming redundant. Just last month, during public TV's annual Festival 
fundraising drive, 678,000 families pledged $26 million in contributions to their local 
public television stations. This show of voluntary support was a direct response to 
the quality of public television's service. We believe that the American public's 
continued willingness to invest in public television signifies an appreciation that 
may yet confound the "experts." 

But individual viewers— generous and appreciative as they are — simply cannot be 
expected to bear much more of the responsibility for supporting public TV. Member- 
ship contributions now account for only about 12 percent of public television's total 
annual income. And although individual contributors have doubled their support 
during the last five years, they have done so largely because increases in federal 
support for public TV have helped make our services more valuable to the public. 
Thus, contrary to what some people suppose, reduced federal support for public 
television may also risk sending public TV into a downward spiral of diminishing 
support from its viewers, and all other supporters as well. On the other hand, 
modest but stable levels of federal funding can provide the necessary support for 
public TV to maintain and improve its services and keep satisfying its loyal viewers. 

In short, I believe, and the American people have confirmed, that the federal 
government and public TV have developed a successful partnership. With a relative- 
ly modest boost from the federal government, public television informs, enlightens 
and educates Americans to an extent never befor imagined. Gentlemen, it works. 

It is from this perspective that I appear before you today to address the specifics 
of the Public Telecommunications Act of 1981. I shall discuss, in turn, the tunding 
principles in the act, its proposed authorization levels, the allocation of funds 
between CPB and the stations, proposed changes in the Community Service Grant 
concept, and the areas of regulatory relief and alternative financing. 

funding principles 

We are pleased that the Act continues to provide multi-year authorizations for 
the Corporation for Public Broadcasting, and that you recommend advance-year 
appropriations. These provisions are essential to maintaining public broadcasters' 
insulation from political interference in program decisions, and serving promun 
planning and development needs by providing predictable funding levels. Both 
insulation and funding predictability are key factors in allowing public broadcasters 
to serve their communities effectively, and your recognition of them is gratifying. 

The proposed elimination of the matching principle is disturbing. Despite the fact 
that federal appropriations have never reached their full authorized ceiling levels, 
the matching concept has been a highly effective incentive for stations to raise more 
non-federal funds. It has also encouraged state and local governments, businesses, 
foundations, colleges, and families to contribute more heavily. We know of many 
instances, for example, where the federal matching incentive has persuaded state 
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legislatures to appropriate more funds to their public broadcasting outlets than they 
would have otherwise. The match drives both a systemwide and individual station 
fundraising— eliminating it would deprive us of one of our most effective non-federal 
fundraising tools. We urge you to retain it in this new legislation. 

AUTHORIZATION LEVELS FOR CPB 

The new bill proposes CPB authorization levels of $110 million for 1984, and $100 
million for 1985 and 1986. For several reasons, we believe these levels are to low. 

First, the 50 percent drop in the CPB authorization from 1983 to 1984 is dramatic 
in its own ri^nt Viewed in constant dollars, however, it spells significant and 
abrupt reductions in service. According to our figures, assuming a modest inflation 
rate through October 1983, the real value of a $110 million appropriation for fiscal 
ld84 actually would be 10 percent lower than the value of CPB's 1975 appropriation, 
and 40 percent below 1983 s real dollar level. This, of course, assumes that Congress 
appropriates the full authorized amount, something which we have not been able to 
realy on in recent years, when appropriations have fallen and average of 12 percent 
below the authorized ceilings. 

We believe such a drastic reduction would cause an enormous disruption in public 
television service, and, consequently, a severe loss to millions of Americans. 

Second, this huge reduction in CrB funds would occur simultaneously with other 
substantial cuts in federal support for public broadcasting. We estimate that cut- 
backs at three federal agencies alone — the National Endowment for the Arts and 
Humanities, the National Science Foundation, and the Department of Education- 
will slice over $20 million from public broadcasting's fiscal 1982 programing 
income — forcing service and personnel reductions in an already-lean industry. 

Third, we have long held the opinion — and every bipartisan commission studying 
the situation has confirmed it — that public broadcasting is under-nourished in the 
first place. The entire CPB appropriation this year amounts to less than seventy 
cents for each United States citizen. Even though federal support for public televi- 
sion is relatively modest, to the stations that receive it, large and small, it is a very 
important and stable source of income — something which is crucial to our day-in- 
day-out non-commercial business. We think this stability should be maintmned, 
especially in light of other federal cuts affecting public television stations next year 
and beyond. 

AUTHORIZATION LEVELS— -NTIA 

The NTIA facilities program responds to local initiatives for public broadcasting 
service with matching federal funds. This "leveraging" process has effectively in- 
creased the range of public television and radio service, and the stations' ability to 
produce programs ana transmit high-quality signals. 

S. 720 proposes authorizations for the facilities program of $16 million, $11 mil- 
lion, and $7 million for fiscal years 1982, 1983, and 1984 respectively. These pro- 
posed authorizations are far lower than the $40 million annually recommended by 
NTIA's own draft five-year facilities plan. Nor are the draft plan's goals extrava- 
gant — $40 million is the minimum recommended in order to comply with the goals 
of the 1978 Financing Act. To extend service to those American citizens as yet 
unreached by a public broadcasting signal and maintain the basic technical capabili- 
ty at existing stations, we believe the facilities program should be authorized at 
least at the recommended level bf $40 million. 

Further, the current priorities regarding replacement of existing facilities and 
extension of service should be reveraed, again as suggested by NTlA's draft plan. 
This would result in first priority being placed on replacement grants, for which a 
significant backlog of applications has accumulated over the past few years. 

ALLOCATION OF FUNDS — CPB 

We agree with you that the Corporation for Public Broadcasting should be pre- 
served and that it can provide a useful, productive, accountable service if, in tact, 
Congress makes it accountable. 

However, the provision in the Act that lowers significantly the current percentage 
of CPB dollars passed directlv to stations runs counter to compelling arguments 
favormg decentralized federal programs in general. In doing so, it reduces the 
effectiveness of the CPB appropriation in the following manner. 

The local public stations remain the premiere means of ascertaining the needs 
and interests of their communities, and responding to these needs with highly 
valuable public television services. By centralizing a greater portion of funds at 
CPB, this bill necessarily substitutes more Washiiijgton-based program judgments for 
judgments now made locally. Although we recognize the need for CPB to undertake 
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program funding activities, we believe that it is a mistake to give CPB even mon 
programming control than it has today. The CPB Program Fund is essentially 
disembodied from the stations, whose primary duty it is to serve their communitiM 
effectively. We think placing a higher percentage of reduced overall appropriation! 
in the hand of a non-operating organization inaporopriately removes public televi- 
sion programs from the very public they are intended to serve. 

We hope you will also reconsider what we believe is a basic misunderstanding in 
the reasoning concerning the proposed distribution of CPB funds — that Community 
Service Grants are not programmmg dollars. Most definitely, they are. According to 
CPB's most recent analysis of the use of television CSGs, stations use at least sixty- 
eight percent of their CSG funds specifically to produce and purchase program. 
CSGs fund local productions, and programs purchased through tne Station Program 
Cooperative (SPC), or via the four regional networks serving the stations. The 
essential difference between these programs and those funded nationally by CPB is 
the locus of decision-making control— CPB's Program Fund decisions are made in 
Washington, station program decisions are made m Tucson, Las Cruces, Anchorage, 
Morgantown, Vermillion, Columbia, Portland, Honolulu, Louisville, and hundreds of 
other American communities. We think the preponderance of decision-making con- 
trol should remain in these cities, and not be shitted to Washington, D.C. 

CSG— DISTRIBUTION AND USE 

The bill addresses several other aspects of the Community Service Grants as well. 
One proposal is to accommodate lower funding levels by placing a $1 million limit 
on the amount a single station can receive in tne form of a station ^rant. We do not 
believe that the redistributive aspects of the ceiling, which are subject to debate, in 
anv way justify Congress's burdening itself with CSG allocation decisions. 

In the past, the stations, who truly must live with any CSG allocation, have 
worked together to develop a formula that must achieve a system-wide consensus. 
This method, albeit not perfect, has worked remarkably well for large, small and 
medium-sized stations. Nor is it fixed. Periodically, as changing circumstances dic- 
tate, the stations collectively review the CSG distribution formula in order to 
determine if adjustments need to be made. A television CSG Committee, comprised 
of representatives from all types and sizes of licensees, is now in the process of re- 
examining the current formula, and will recommend changing it if necessaiy. 

Because this station-oriented method has worked extremely well, we think there 
should be a compelling reason given for chan^ng it. No such reason has been 
offered. Were Congress to begin involving itself in CSG allocations decisions by 
imposing a cap (or any other rule), it likely would have to review the formula 
periodically as population and other factors chance the distribution of funds. We 
contend, and hope you will agree, that this would be unwise, unwarranted and 
unduly burdensome. 

In our view, restricting what are now unrestricted CSGs to use for ''programming 
only" is also inappropriate. "Program expenses" would be difficult, if not impossible, 
to define, and doing so could impose extra accounting costs on the stations and CPB. 
Some of our stations might not be able to spend their CSG entirely on program- 
ming, especially smaller stations that cannot afford expensive production facilities, 
and whose program purchase costs are relatively low. (As you may know, under the 
PBS system small stations pay less than large stations for the same programs and 
other services.) Finally, the proposed restriction is based partially on the assump- 
tion that CSGs are not used substantially for programmmg. As cited previously, 
they are. In fact, all public television stations— whose only "product" is program- 
ming— can describe their overall budgets and direct program expenditures m detail. 

INTERCONNECTION 

The bill calls for CPB and, indirectly, the federal government, to relinquish its 
responsibility for financing the expansion and maintaining the satellite interconnec- 
tion systems for television and radio. Television stations have vigorously opposed 
this shift in financial responsibility although we have attempted to negotiate a 
satisfactory resolution of our differences with CPB over the matter. In addition to 
financing the satellite system interconnection annual operating costs, we believe the 
federal government— through CPB— can and should assist new stations in acquiring 
basic interconnection equipment. This has never been a priority of the Facilities 
Program and it should continue to be a responsibility of the Corporation. 

ALTERNATIVE REVENUES 

The concept that public television stations should be encouraged to seek new 
irces of income is a good one, and we applaud S. 720's sentiments in this 
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direction. Given the very slow progress made to date in broadening program under- 
writing credit guidelines and allowing stations to make full use of federally-funded 
equipment and facilities, we ask you to encourage these activities legislative. This 
would involve lifting current restrictions on the use of facilities funded through 
HEW or NTIA, and Congressional guidance to the FCC concerning program under- 
writing practices. 

However, before the idea becomes dogma that alternative business enterprises 
will produce huge new, net revenues for public television stations, we ask that you 
consider the reality of these new ventures. Stations have given these ideas careful 
consideration and their revenue projections are, for the most part, quite modest. In 
many cases, state laws and institutional restrictions would prohibit licensees from 
engaging in "unrelated business" activities at all. Because of these limitations, and 
because stations want to foucs their energy on the public television "business", it 
would be a mistake for Congress to assume that most public television licensees can 
make up for the loss of federal income by engaging in more intrepreneurial activi- 
ties. For the great msgority of stations, these ventures can provide modest supple- 
mental income at best. 

On the other hand, stations that can earn significant income from these activities 
should not be discouraged from doing so. Thus, although we are pleased with 
S.720'8 recognition of the need to encourage new business ventures, we must dis- 
agree with the provision that . penalizes stations for earning what the Internal 
Ifevenue Service defines as "unrelated business income." This income penalty con- 
founds the intent of the bill by lowering a station's grant one dollar for each dollar 
in unrelated income. We believe such a penalty would deter many stations from 
ftngaging in new business ventures, especially small-to-medium sized stations earn- 
ing less than $1 million per year in ' unrelated" activities. For these stations, the 
penalty would nullify all benefits for entrepreneuricd ventures. 

We are also concerned about two assumptions underlying the income penalty. 
C>ne is the implication that the amount of unrelated income a station earns is 
nversely proportional to its financial need. We see no inherent relationship be- 
:ween these two factors. 

The other assumption is that the income penalty will deflate anticipated commer- 
dal sector criticism of unrelated business activities. Given the non-profit institu- 
ioii8» including universities and museums, have a long history of engaging in 
'commercial" ventures, we believe such criticism is unfounded and see no reason to 
Lccommodate it by singling out non-commercial broadcasters for an income penalty. 

REGULATION AND OVERSIGHT 

In keeping with the national consensus in favor of regulatory relief, we urge you 
iJso to address in S. 720 overlapping and conflicting regulations currently affecting 
»i;dl>lic broadcasting. For example, the duplicative equal opportunity reporting re- 
Luirements of the Federal Communications Commission and Department of Health 
Lnd Human Services impose unnecessary administrative burdens on public televi- 
licm licensees. We would welcome the opportunity to discuss these and other provi- 
iions with the committee and its staff in detail; we want to be helpful in drafting 
my changes which further the purposes of community involvement, equal opportu- 
lity, financial accounting, etc. 

CONCLUSION 

In closing, I again thank the sponsors of the bill for their efforts in drafting it. We 
asree with many of its features but, as you have heard, propose some modifications. 
We are most concerned that a precipitous drop in public oroadcasting support would 
cripple a system that now works remarkably well, and is enormously cost-effective. 
We nope that these comments will prove useful to you as you re-examine the bill in 
coming weeks. 



QUESnONS OF THE COMMITTEE AND THE ANSWERS THERETO 

Question. How will the system make up for the reduced federal dollar? I realize 
that today, these figures look bleak— grim, but three years from now, you may have 
another world about you in terms of support, money-making enterprises, and maybe 
advertising. What are the prospects for making up the difference? 

Answer. NAPTS, as the long-range planning center for public television stations 
nationwide, has given considerable thought to the relationship between federal and 
non-federal revenues, and the prospects for increasing so-called "alternative" reve- 
nue sources. We also have surveyed our member stations regarding their explora- 
tkm of alternative funding sources, in order to determine their potential more 
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accurately. Our work in these areas, so critical to the future of public television, has 
led us to three key observations. 

1. Federal dollars stimulate the traditional non-federal sources of public television 
support. Taking away federal dollars will actually make it harder for public televi- 
sion to raise these funds from viewers, industry, and other sources. 

2. Entrepreneurial ventures are risky and speculative — they hold no great prom- 
ise of new revenues. 

3. Public TV's non-federal funds are only holding steady with inflation. Thus, cuts 
in federal support will result in real losses of purchasing power and subsequent 
reductions in service. 

We discuss these observations below: 

Federal income generates much of our non-federal income. If public television's 
federal revenues are reduced, stations will find it more difficult to raise money than 
they do now. For example, membership subscriptions relate directly to program 
quality— the more appealing a program, the more people are willing to send in 
money to keep it on the air. Cuts in federal support will ultimately reduce program 
quality (no matter how cuts are distributed, they must ultimately affect program- 
ming). If programs are made less valuable, viewers will be less inclined to subscribe. 
The result could be a downward spiral of support. 

In addition, federal funds stimulate other sources of non-federal support. The 
NTIA matching funds, NEA challenge grants. Community Service Grants and feder- 
al program grants all "leverage" non-federal public and private dollars. Take away 
the "stimulus" of federal matching funds, and you deprive public television of an 
effective fund-raising tool 

At this juncture, let us lay to rest one m3rth — that concentrating federal dollars 
on "programming" will minimize the impact of the anticipated cuts. In fact all 
funds spent by public television stations are ultimately program expenditures. Most 
are direct, some indirect. Although public television makes no claim to abnormal 
levels of efficiency, there is no way for our ultimate product — programming — to 
reach the public without spending money on support services. Equipment must be 
operated and maintained, programs must be scheduled and publicized, funds must 
be raised, and accountants must track the funds spent, just as any other non-profit 
business. In this context, a legislative directive to public television to spend its 
federal money only on "programming" is analogous to directing hospitals to spend 
their money only on "caring for the sick." One cannot treat patients without paying 
doctors, nurses, and hospital administrators, or investing in X-ray machines and 
hospital beds. If new legislation restricts public television stations federal dollars 
for use only on "program" expenses,^ non-federal funds now invested directly in 
programming will have to be diverted into the essential functions that keep those 
programs on the air. The result will only be greater accounting expenses, not more 
programming. 

Strictly "money-making" enterprises are no less risky for public television sta- 
tions to undertake than they are for commercial entrepreneurs. Hence, projections 
of vast revenues from these ventures are totally unwarranted. Program guide 
advertising sales, facilities rentals, and pay television services are all risky activities 
involving competitive markets. Program guide advertising, in particular, is not a 
moneymaker. Instead, it helps offset the cost of program guides, which primarily 
serve to encourage public television viewers to contribute membership funds. Guide 
advertising sales produce modest supplemental income at best, and are expected to 
do no more than that in future years. 

Facilities rentals also are no panacea. As NTIA's Acting Director, Dale Hatfield, 
testified on April 6 before your Subcommittee, even if current NTIA/HEW restric- 
tions are lifted, public broadcasting's revenues from facilities rentals will be con- 
strained by "the availability of increasingly competitive and abundant private 
sector operations." Our own survey indicates that, at best, public television could 
generate an extra $3.7 million in net facilities rental income by 1986, if the current 
federal restrictions were removed. 

There are four commercial cultural television services either planned or under 
way at the moment. The Public Broadcasting Service (PBS) has determined in a 
preliminary study that a new Public Subscriber Network (PSN) might succeed in 
this market as a pay television service distributed primarily by cable. However, PBS 
is not entering a one-year development program to determine if its preliminary 
judgements concerning the PSN will be confirmed by more intensive market study. 
If the study is favorable, and the public television licensees approve it, and the PSN 
raises the necessary capital to begin operations (some $60 million), then PBS pro- 
jects that the service could generate $1.5 to $2 million by 1986, if no debt is retired 



* CPB's analyses show that 68 percent of station CSGs are already spent on programming. 
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and depreciation is not funded. With so many questions to be resolved, it is obvious 
that the PSN cannot now be counted on to produce future revenues for public 
television. 

As for institutional advertising, at present it is only a hypothetical alternative. 
Our general belief is that advertising has an unknown revenue potential. Selling 
advertising may well increase program production costs, reduce underwriting and 
membership income, and cause losses of non-federal tax-based support. These losses 
oould more than offset any income gains. Citing these practical uncertainties, and 
philosophical objections, a solid majority (62%) of public television licensees repond- 
ing to a recent NAPTS survey indicated that they could not (due to state/local 
rules) or would not sell advertising, even with legislative clearance to do so. (See 
table I) 

TABLE l.-RESPONSES TO NAPTS SURVEY ON ADVERTISING (APRIL 1981) 

Percent of 

"no" 
responses 



Reasons for not selling advertising ""ijjjr "no' 



Not economicaliy attracth/e... 

Community opposition 

Institutional opposition 

Personal opposition 

Nonfederal legal restrictions.. 



20 


56 


15 


42 


13 


36 


11 


31 


8 


22 



Nevertheless, we believe that advertising should be studied through a carefully 
controlled and limited experiment to test its potential and guage its impact on 
program costs and other revenue sources. 

Conventional business funding (program underwriting and contributions) also 
appears to offer no significant relief. First, the corporate response to threatened 
federal cutbacks to date has not been heartening. Just after major federal arts cuts 
were announced, several large corporate contributors told the Wall Street Journal 
that reductions in federal arts support would not spur them to increase their giving 
to the arts. In fact, overall federal cutbacks in health and education services will 
make charitable competition for corporate contributions fiercer than -ever, perhaps 
eroding public television's current business support. Second, business funding ac- 
counts for only about 10 percent of public television's total income. Starting at this 
relatively low level, raising corporate support by even 25 percent adds very little to 
total ^stem resources. Finally, federal grants stimulate business giving to public 
television. The children's science series, 3-2-1 CONTACT, leveraged a grant from 
United Technologies Corporation with funds from the Department of Education, the 
National Science Foundation, and the Corporation for Public Broadcasting. Without 
the stimulus of these federal grants, it is safe to say that the company would not 
have helped make the series possible. This single case illustrates the ripple effect 
federal funding has on business income. 

Public television (primarily the Public Broadcasting Service) has also explored a 
number of other revenue options and, where possible, projected possible revenues 
through 1986. The activities and their maximum possible earnings are as follows: 

Satellite-related services 

Western Union sharing^%2.b million gross (1985). 

Recording, duplication, and delivery — $1 million gross (1986). 

Institutional audio/visual and home video — $500,000 gross (1986). 

Foreign program sales— an additional $2.5 million gross (1986). 

Total— Gross: $6.5 million. Net: (assuming 50 percent cost) $3.25 million. 

Thus, our analvsis shows above only modest potential new income from "alterna- 
tive" sources. Adding to the above figures possible new income from the rental of 
NTIA/HEW-funded facilities, we reach a total of only $6.95 million by 1986. 

Contrary to some impressions, public television's non-federal revenues, although 
increasing at an impressive rate, failed to keep pace with inflation over the last five 
years (see attached Table II). While non-federal income jumped 48 percent from 
1977 to 1981 the Consumer Price Index (CPI) rose at a slightly faster pace, 49 
percent. Thus, even during our most dramatic growth period, public television 
stations actually lost non-federal purchasing power. Considering that soon much of 
the federal stimulus will be sapped by up to $45 million in NTIA, National Endow- 
ment, National Science Foundation and Department of Education cuts for oublic 
TV, we see no way for non-federal dollars to suddenly begin growing fast eno 
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"make up" for major cuts in the CPB budget. In fact, the lost federal incentive may I y 
cause our non-federal revenues to decline. | i 

In summary, we have looked at the various revenue alternatives quite seriously, 
and have found that they fall into three categories: I j 

1. Activities that are driven in part by the stimulus of federal support, e^ |{, 
membership, state/ local tax support, challenge grants, business underwriting, etc. 

2. Activities that are more entrepreneurial in flavor, but hold modest revenue 
potential, e.g. facilities rental, satellite-related services, program guide advertising. 

3. New activities that have unknown potential, and may never be undertaken at 
all, e.g. advertising, pay television. 

None of these sources can replace the federal dollars we are told will be lost. 
Some mav actually spiral downward as federal support drops. In short, public 
television 8 prospects for offsetting federal budget cuts through intensified fund 
raising or new entrepreneurial ventures are poor. 

TABLE II 



1977 1978 1979 1980 1981 



NFFS' 302.819 336.290 375.006 M06,984 M48,113 +« 

CPI 2 175.3 187.2 204.7 233.2 260.5 +49 

I Source; Corporation for Public Broadcasting, Office of Planning and Analysis. 

' 1980-81 estimates, source: CPB Office of Planning and Analysis Revenues of Public Broadcastins, July 24. 1980, Table 11 
^'U.S. Department of Labor, Bureau of Labor Statistics, 'T^onsumer Price Index, U.S. city average, all items.' (1967 = 100) Jaouary of eicl 
year. 

Question. What is the concept of the "Core Schedule?" How does it work? 

Follow up— How does that square with the Act's provisions that require stations 
to broadcast programs at times chosen by them? 

Answer. Discussions about the desirability of developing the concept of the "core 
schedule" or "common carriage" of PBS programs were conducted in early 1979 
from an initial recommendation by a representative group of public television 
station program and station managers. The idea was that public television stations 
would individually agree to broadcast two hours of PBS-supplied prime time pro- 
grams on Sunday, Monday, Tuesday and Wednesday nights. The arrangement 
would not require that the programs in the two-hour block be broadccist at the tiine 
they were fed by PBS but only that they be used on the same night and sequential- 
ly- 

The core schedule concept was discussed extensively bv station and program 
managers throughout the system and by the PBS Board of Directors. Basic to the 
plan was that it would be implemented onlv if a significant number of stations 
individually agreed to it. There was also a clear understanding that local stations 
would always retain the option to pre-empt any program at any time when local 
broadcast responsibilities required it. 

The plan as described achieved the individual agreement of 141 of the system's 
then 156 licensees, who put it into effect on an experimental basis for five months 
in the fall of 1979. Based upon an evaluation of the plan, the stations agreed 
thereafter to continue it. 

The core schedule arrangement is entirely consistent with the Act's provisions 
requiring that stations broadcast programs at times chosen by them. It differs 
entirely from the commercial network practice of scheduling programs that affili- 
ates must carry at the time the network feeds them, under penalty of not being 
compensated and losing their network affiliation. 

Under the PBS core schedule plan, the agreement of the stations is totally 
voluntary; there are no formal agreements; the stations retain the absolute right to 
pre-empt any program at any time for any reason without the slightest compulsion 
or penalty; the stations retain control over scheduling and local tune-in advertising; 
and the core programs are primarily those programs carried by most public televi- 
sion stations anyway— the so-called "jewels of the public television schedule. Sta- 
tions are willing to participate, however, because they recognize that the core 
schedule helps attract larger audiences for public television's most visible programs 
(as well as a station's entire schedule) by maximizing the effectiveness of the 
system's limited advertising and promotion dollars. It accomplishes this, in part, by 
making possible clearer and more readily understandable tune-in-ads, extensive 
press kits, and the placement of national television ads. 

Question. How would you alter the "unrelated business income" language in 
S. 720, giving due deference to our concern about federal subsidy of competition? 
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Answer. We are concerned that the legislation should not discourage fundraising 
by penalizing stations for generating "unrelated business income." At a time when 
tne real value of non-federal contributions is declining (in real terms), and federal 
resources are shrinking, public television stations cannot maintain service to their 
communities without new income. Those stations that are able to generate funds 
from unrelated business activities (most cannot) should be encouraged to do so, since 
the income from these activities will ultimately reap a community dividend of 
better public television programming. 

At the same time, we are sensitive to the need to avoid subsidizing public 
television competition for commercial enterprises here such competition is not relat- 
ed primarily to the mission of public television, and undertaken solely for the 
purpose of increasing income. In order to address this concern, we suggest that the 
Committee note in its report that it approves of the current public television 
practice of establishing subsidiaries or separate entities for the conduct of unrelated 
business activities, and not using federal funds to finance unrelated business ven- 
tures. This would place Congress on the record as opposing subsidized competition 
for commercial enterprise, where such activity is not related to public televison 
service and undertaken solely to raise revenue. At the same time, it would elimi- 
nate the need for the income penalty in Section 2(g) of S.720. 

Thus, we suggest that our mutual and legitimate concerns about subsidizing 
competition can be addressed quite adequately through the Committee's report 
language. The income penalty clause [Sec. 2(g) paragraph (8)] can be deleted without 
compromising these concerns. 

Senator Pressler. Thank you. I shall next call on Mr. Martin 
Busch, whom I have known since I was a teenager, and he has 
provided great leadership in our State. He is the general manager 
for the South Dakota Public Television Network. Martin is very 
well known in broadcasting circles nationwide, and he has done 
much to expand the audience for public radio and television in 
South Dakota. 

Martin? 

Mr. Busch. Thank you. Senator Pressler. Mr. Chairman and 
members of the committee, I appear before you on behalf of the 
South Dakota Board of Directors for Elducational Television, the 
licensee of six public TV stations. I am the executive director for 
that board. 

There are three licensees in South Dakota, the South Dakota TV 
Board, the University of South Dakota, and South Dakota State 
University. I am grateful to represent said public broadcasting 
interests m our State and express our concerns and, where applica- 
ble, I will support with respect to S. 720. 

My intention today. Senator, is to provide a perspective of the 
continuing need for Federal funds from the viewpoint of the small 
market station in sparsely settled areas of our country. Although 
public radio and television provide, through networking and local 
programs, essentially the same kind of public service programing 
in fidl of their useful forms to millions of people across the land, the 
inherent nature of the licensees, I submit, their governing boards 
and their public constituencies, are significantly different. 

I wish to speak to you as one manager of small market stations 
and networks, stations which have, incidentally, about the same 
technical operating costs as the larger stations. Larger stations 
have their own peculiar problems, which should be listened to and 
analyzed. 

I take great pride in the fact that South Dakota, a relatively 
large State areawise, but yet one of the smaller States in terms of 
population — 690,000, as you know — covers virtually all of the State 
with 8 interconnected TV stations and partially with 2 CPB quali- 
fied radio stations. 
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As to the bill, we agree with the bill, Senate 720, which recom- 
mends multiyear authorization and advanced year appropriations 
for the many reasons that you have heard before. We feel the 
matching principle should continue. As Mr. Carley said, it provides 
some important responsibility on the local constituencies to give 
their appropriate share of the costs. 

We agree that the Corporation for Public Broadcasting should 
remain the trust to receive and disburse the funds to stations, but 
we feel strongly that the community service grant percentage of 
appropriations should be a mimimum of 75 to 80 percent and be 
unrestricted. 

We agree the facilities program must continue for television 
replacement of expensive equipment and expansion of public radio. 
South Dakota is looking at the replacement of some eight transmit- 
ters; three quite soon. Television transmitters are very expensive, 
in the neighborhood of three-quarters of a million dollars. 

We also have on the drawing board a radio network which would 
include four additional stations, high-powered stations, which 
would require approximately $700,000 of Federal matching moneys. 

We have a proposal on file now for the University of South 
Dakota and KUSD to expand into a cable service. 

Now, in response to the troubling and disturbing feature of the 
bill First of all, the proposed reduction of CSG dollars discussed 
here this morning, contrary to the historical intent of the commu- 
nity service grants, will force stations to lose significant program 
acquisition and local production dollars. Coupled with this is the 
call in the bill for stations to accept significant support costs. 

For instance, the interconnection costs, in fiscal 1982 terms, an 
additional $9.5 million, including depreciation, equipment replace- 
ment, and new stations. 

Copyright fees of an additional $5 to $8 million and absorption of 
$5.5 million in other services; cost absorption of at least 8 percent 
for inflation — as has been mentioned heretofore by Mrs. Rockefel- 
ler, it is really much higher, probably closer to 30 percent — plus 
significant loss of community service grant dollars. 

Mr. Chairman, does this coincide with the administration lan- 
guage on funding for the Corporation which says, '*The reductions 
will be primarily directed at CPB's administrative costs and nation- 
al program production while PCB's support for local stations will 
be maintained at as high a level as possible.*' Mr. Chairman, for 
South Dakota public television alone this means our fiscal 1984 
shift to local income sources for taking on these added burdens for 
the three licensees would be on the order of $1,390,000 in terms of 
fiscal 1981 dollars. 

Mr. Chairman, it seems inconceivable that small stations should 
lose about 60 percent of community service grant effectiveness. 
Small stations, additionally, will take the brunt of having to 
assume fixed costs in the millions, having to cut back staff and 
local programs almost entirely and having to deal with earmarked 
funds, while the corporation loses little of its share. 

Mr. Chairman, is the serving of the local interests of local citi- 
zens important? Should local control be minimized? Should local 
production be sacrificed? Should small market stations and other 
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networks give up far more than the larger stations, percen- 
tagewise? 

Cultural advantages that we provide in South Dakota are of 
particular significance. Hundreds, and in some cases thousands, of 
miles from significant cultural centers, you can't imagine the 
simple thrill that is experienced by thousands in South Dakota to 
hear "Live, from Lincoln Center,'* '*Live from the Met,*' enjoy 
Shakespeare plays, and to hear great music throughout the day on 
public radio. The 300 hours of local South Dakota television pro- 
grams are terribly important, including the significant Native 
American programs we provide to 7 percent of our population. 

In addition, the many hours of instructional television: K 
through 12, 5 hours a day, 5 days a week, for 30 weeks and the 17 
hours of college credit per semester. 

In conclusion, Mr. Chairman, please don't throw away our need 
for the cultural programs out there. Please don't throw away 
public television's leadership in children's programs, children who 
watch 7 to 8 hours of TV a day, many of the parents not having or 
taking the time to give them the basic preschool skills. Please don't 
throw away the public affairs programs on a local and national 
level that enlighten our citizens. Please don't throw away our 
instructional services because we need them all. 

Every State agency in South Dakota looks to us to help them. So, 
we ask you in conclusion, to make these things possible for our 
people. Every scattered person who lives and labors across South 
Dakota, as you know, needs these minimum resources and should 
have the security and the legacy of what adequately financed 
public radio and television can brmg. Please don't throw it away. 

Thank you. 

[The statement follows:] 

Statement of Martin P. Busch, Executive Director, South Dakota ETV 

Board 

Mr. Chairman and members of the Committee: I appear before you on behalf of 
the South Dakota Board of Directors for Educational Television, licensee of six 
public television stations and nominal operator of the interconnected eight station 
system called South Dakota Public Television. I am the Executive Director for that 
Board. I am also the manager of KUSD AM-FM-TV licensed to the University of 
South Dakota. In our public broadcasting system in the state the Associate Execu- 
tive Director for the Board is Mr. David Leonard who also manages KESD FM-TV 
for South Dakota State University, the other of our three licensees. I am grateful to 
represent said public broadcasting interests in our state and express our concerns, 
and where applicable, our support with respect to Senate Bill 720. 

I do not intend to provide yet another backgrounding history of the public 
broadcasting institution and how it functions and survives financially. That has 
been ably done by Mr. David Carley, President of the National Association of Public 
Television Stations and Mr. Frank Mankiewicz of National Public Radio who ap- 
peared before the Senate Subcommittee on labor, HHS and Education and Related 
Agencies last March 19th and 23rd respectively. My intention today is to provide a 
perspective of the continuing need for federal funds from the viewpoint of small 
market stations in sparsely settled areas of our country. Although public radio and 
television provide, through networking and local programs, essentially the same 
kind of public service programing in all of their useful forms to millions of people 
across our land (a service which we feel could and would not be successfully 
provided in any other present media system), the inherent nature of the licensees, 
their governing boards and their public constituencies are significantly different. I 
wish to speak as one manager of small market stations and networks. 

I take great pride in the fact that South Dakota, a relatively large state areawise, 
and yet one of the smallest states in terms of population (690,000) covers virtually 
all of the state with eight interconnected television stations and partially with two 
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CPB (Corporation for Public Broadcasting) qualified radio stations. It is heartening 
and fulfilling to know that a great majority of our citizens use and that many 
personally support our radio and television system. 

The cultural advantages we provide are of particular significance. Hundreds, and 
in some cases thousands of miles from significant cultural centers, you cannot 
imagine the simple thrill experienced by thousands of South Dakotans to be able to 
see and hear Live From Lincoln Center, Live From the Met, the Shakespeare Plays, 
Great Performances, Dance in America on SDPTV and to hear great music through- 
out the day on public radio. We can bring these great cultural programs to a part of 
the country where this level of presentation is nonexistent and far removed. The 
enlightening national and regional public affairs and children's programs on both 
radio and television are as essential to our widely scattered people as they are to 
those in the large population centers. And the approximately 300 hours of local, 
South Dakota television programs we produce in the cultural, public affairs, special 
events, and instructional areas and those for and about our significant Native 
American population are equally as important to our efforts of service. In addition, 
we provide 25 ITV hours weekly for 30 weeks for K-12 classrooms across the state 
and about 17 hours of college credit per semester in coi\junction with the University 
of Mid-America. 

On close scrutiny, we provided about the same national and regional radio and 
television schedules as can be found across the country with large market and 
medium market stations and networks. Both radio and television produce a relative- 
ly high number of local programs. Also, we use about the same in-studio hardware, 
remote hardware, transmitting and interconnection hardware as do most large and 
medium market stations and networks. And we like ^ to believe we provide these 
program services with about the same technical and production expertise. We, of 
necessity, however, have to operate with less people who, incidentally, are generally 
highly dedicated, working many overtime hours in a system where no overtime pay 
is made available and where compensatory time is the norm. This kind of dedica- 
tion, the absence of union labor requirements and doing as much and probably as 
well with less people, are, incidentally, about the only expense advantages small 
stations have in our area of the country. Equipment and operating cost levels for 
small stations and networks are about the same as for the large and medium 
stations and networks and the infiationalry impacts are no less devastating. Pro- 
gramming costs may be somewhat less, based on formulas that total budget and/or 
community service grants into account. 

The South Dakota television system was established by tax dollars, matched by 
federal funds from the then HEW facilities program. The 4.6 million dollar intercon- 
nected network could not have been built without it, although the two production 
centers had already been established at the University of South Dakota and South 
Dakota State University. The radio stations at these institutions also were in 
operation. As we look to the future, we see several phases of transmitter and other 
essential equipment replacement that will cost enormous amounts of money. The 
ETV Board also has preliminary plans for extending public radio across the state 
using television network facilities that were built to accept public radio gear. There 
is more and more citizen pressure to begin this project. Therefore: 

We strongly urge that the Public Telecommunications Facilities Program be 
continued at least at present authorized and appropriated levels. We are convinced 
that major equipment replacement for television and radio expansion projects can 
not be initiated without these matching funds in small markets. 

Although South Dakota's public radio and television is primarily funded by legis- 
lative appropriation, the total 2.2 million dollar operating budget includes $882,000 
in CSG's (Community Service Grants) and $225,000 in memberships contributed by 
the South Dakota Friends of Public Broadcasting. In South Dakota every state 
agency including the ETV Board must seek legislative approval to spend all "ou^ 
side" funds. Those funds must also be an integral part of the budget. Unlike a few 
small stations and networks, we have been essentially forced to integrate these 
funds into a number of line items in order to maintain enough balanced dollar 
support for all budget activities. Earmarking the grants would be most unrealistic 
for us. Setting CSG s aside for over-and-above programming and production is out of 
the question. We believe this is true in many licensee instances, large and small. In 
our sparsely populated rural state we have little or no discretionary private sector 
resources, including foundations, from which significant funding could be possible. 
Indeed this same lack of private financial largesse has not made it feasible for 
commercial stations, as well as cable, satellite and other commercial ventures to 
provide general statewide coverage. Therefore: 
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We urge the continuing of unrestricted community service grants and that they 
be increased to 75-80 percent of the annual CPB appropriation on a non-match basis 
with more equitable distribution either by a revised formula or a cap, if necessary. 

If this were done, all stations, large and small could assume their fair share of the 
total cost of interconnection systems, copyright fees and other major system support 
costs. This presupposes and supports the continuance of CPB as a non-governmental 
corporation to receive and disburse federal funds at a minimum of 100 million 
dollars per year after fiscal year 1985. CPB's own mission with the remaining 20-25 
percent of the annual appropriation should primarily address the need for contin- 
ued limited excellent television and radio programs. 

Small market stations and networks that receive most of their operating funds 
from legislative appropriation needs extensive lead time of at least 18 months for 
budget and program planning. In our case it is extremely difficult (and embarrass- 
ing) to have to go back to the Governor's budget office and the Interim Appropri- 
ations Committee to increase or decrease federal dollar items after the fact. Because 
of this and the continuing need for insulation from possible political influence we 
urge that: 

Multi-year authorizations and two year advanced appropriations continue and 
that they continue to be based on a 2:1 system match to insure adequate and proper 
local commitment. 

Although South Dakota and other low population states have only little to moder- 
ate opportunity for developing additional fund-raiding resources, we encourage sta^ 
utory authority to pursue such efforts. 

Finally, income losses to stations which could result from general cuM>acks in 
CSG's would most certainly reduce the effective broadcasting services of our small 
market radio and television stations. There must be, as we previously stated, sub- 
stantial increases in the percentages of unrestricted CSG dollars from the total 
appropriation in order to meet inflation, maintain present services and pay for 
interconnection costs, etc. In our case there is little chance that the modest private 
sector which has no major industry other than agriculture, (which must deal with 
its own inevitable vagaries), can make up those losses entirely. This is not to say 
that we will not work even harder to seek out the possibilities that are there. 

In summary and in short. South Dakota public radio and television will require 
increased federal funds if we are to continue to provide improved and balanced 
programming and if we are to replace mcgor technical equipment and expand public 
radio in the future. 

Public broadcasting should be held in the same light as the Smithsonian Institute, 
the Kennedy Center and the National Gallery of Art which all receive federal 
dollars either directly or indirectly. They, like public broadcasting, serve a needed 
national interest. Public broadcasting, however, must, by virtue of its license, serve 
the public interest of its own local constituency regardless of its size. Every scat- 
tered person who lives and labors across the vast farmlands, prairies and hills of 
South Dakota or in any state with minimum people and resources should enjoy the 
security and legacy of adequately financed public radio and television or to be able 
to have it if it is not available. 

Thank you. 

Senator Pressler. Thank you very much, Martin. 

Now we will hear from another person who has a South Dakota 
connection. Mr. Busch is the general manager of South Dakota 
Public Television Network; Tm a Senator from South Dakota; but 
Mr. Mankiewicz has distinguished himself as the foremost cam- 
paign manager of South Dakota. 

So, Frank, we will hear from you. 

Mr. Mankiewicz. Tm not appearing here, Mr. Chairman, in that 
capacity. 

But I did and do now consider it an honor, sir. 

Let me say I am here representing National Public Radio, a 
membership organization of 244 individually licensed stations, 
which comprise the public radio system. In addition, we produce, 
coordinate the production of, and acquire national programing, and 
manage the satellite interconnection system on behalf of that 
public radio system. 
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We are happy to have this opportunity to discuss our interests 
and concerns about S. 720. Three years ago we testified before this 
committee on the bill that eventually became the Public Telecom- 
munications Act of 1978, the act for which this subcommittee and 
this committee can claim a great deal of credit. We think it gave 
public radio a substantial boost for its realizing for the first time 
many of the aspirations set forth in the original Public Broadcast- 
ing Act in 1978. The legislation focused for the first time on the 
differing needs of public radio and public television, and directed at 
radio what we then call and still call catch up money, and we 
believe the legislation enacted this year should contain similar 
requirements. 

The result, we believe, has been a good 3 years. We now think 
there is, with the limitations to which Mr. Hatfield referred in 
terms of coverage, a first-class public radio service, which has won, 
among other prizes, just this year, the George Polk Award for 
comprehensive television and balanced daily reporting for national 
and world view, and the Dupont-Columbia Award for excellence in 
broadcast journalism. Both of those were the only awards given to 
any radio network, public or commercial, and in 1979 NPR re- 
ceived the Prix Italia for its production of Wings, which is the first 
time this prestigious international award was given to any Ameri- 
can radio production. 

We think the system works well. We think it offers alternative 
programing by place, that is to say, it offers radio programing in 
remote areas within the contiguous States of the Union as well as 
in Alaska, where other kinds of radio and television and even 
newspapers do not penetrate. We think it offers alternative broad- 
casting as to kind, that is to say, drama, children's programing, 
documentaries, live music, jazz, classical, and folk; and, in addition, 
as to quality in terms of news and public affairs in the sense that 
we offer 4 hours of news programing a day to areas of the country 
where, for the most part, service is limited to 5 minutes on the 
hour and that interrupted by commercials. 

In addition, we offer programing, of the only weekly Hispanic 
language news program; we offer some programing in French; we 
offer it in certain Indian languages in North Dakota, South 
Dakota, New Mexico, and elsewhere, and we're also very proud of 
the service we offer for the print handicapped, which we believe is 
the first nationwide service for thousands of print handicapped 
Americans. 

Looking at this piece of legislation. Senator, we think it's a good 
attempt to try to make an efficient use of the declining dollar. 
We're in agreement with the goals that would preserve advanced 
funding, and the insulation of the system where it concentrates on 
programing. We welcome its assistance to needier stations. We 
believe it encourages greater self-sufficiency through a wide range 
of income-producing activities, and we welcome its reauthorization 
of the public telecommunications facilities program. 

We have one serious problem, and we're troubled by the disap- 
pearance of the words public and radio television and the substitu- 
tion of the words audio and video. In any event, we believe public 
radio remains the most efficient and effective means of distributing 
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radio programing, and we think the timeliness and mobility that is 
radio would be lost with these other technologies. 

We believe in a time of shrinking funds there ought to be a 
concentration on stations and on the public radio system rather 
than telecommunication entities, whatever that might involve. 

We think, for example, it's impossible to distribute news and 
public affairs programs considering the timeliness and liveness by 
any method other than by stations broadcasting programs over the 
air. We think good technological alternatives to broadcasting 
seldom exist in this area. The way to make maximum use of the 
radio system the public has already put in place is to continue that 
emphasis. In other words, we think in a time of declining revenues, 
the emphasis should be on radio and television stations and broad- 
casting until additional funds are available for other, and we may 
say more exotic, endeavors. 

We think, as well, there is a problem aggravated by the fixed 
level of communitv service grants because I think it puts the 
squeeze on the public radio system. It's the radio system that's 
going to be expanding. If the cap on community service grants is 
put at 50 percent, that works to a disadvantage of radio because it 
will be radio that is increasing the number of stations, and there- 
fore sharing in an increasingly smaller pool. 

We are also concerned about the requirement that funds be 
reduced from the community service grant as the system moves 
toward seljfsufficiency. Others have spoken about that. We think it 
crucially important that every possible encouragement be given 
particularly to radio stations to earn funds in an entrepreneurial 
way as long as the Federal funds are declining. 

The rest of our comments on the bill, Mr. Chairman, are con- 
tained in the statement which I have submitted for the record. 

Thank you. 

[The statement follows:] 

Statement of Frank Mankiewicz, President, National Public Radio 

Mr. Chairman, members of the subcommittee, we appreciate the opportunity to 
discuss with you our interests and concerns about S. 720. National Public Radio 
represents the 244 individually licensed stations which comprise the public radio 
system. In addition, we produce, coordinate the production of and acquire national 
programming and manage the satellite interconnection system on behalf of the 
public radio system. 

Three years ago we testified before this Committee on a bill which ultimately 
became the Public Telecommunications Financing Act of 1978. Then, the Congress 
and public broadcasters still believed that federal support for public broadcasting— 
matcning 1:2 dollars raised within the system— would continue to increase at a rate 
slightly higher than inflation. At that time, the public radio system was at an 
important iuncture in its development. The public radio svstem had recently voted 
to merge NPR, the producer, witn a small representational organization, in order to 
make NPR programming more responsive to local needs. We had designed, but not 
yet gone operational with, a satellite interconnection system which would further 
decentralize public radio. It was to have, and now has, seventeen uplinks and 
multiple high fidelity channels, thereby removing NPR from its historical gatekeep- 
er function and opening up the system for simultaneous distribution of programs by 
stations and independent producers from a variety of points around the country. 
And we had just begun to demonstrate to ourselves and to the nation the full 
potential of radio, particularly in news and public affairs, with our live coverage of 
the Senate Panama Canal debates. Yet at that time we barely reached 55 percent of 
the country with our service. 

The 1978 Act, for which this Committee can claim much credit, gave public radio 
an important boost toward realizing many of these aspirations. That Act focused for 
the first time on the differing needs of public radio and public television, directing 
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at radio what we called "catch up" money. It retained for the system the flexibility 
to develop its national and local pro^anmiin^» its system of internal fund[ing, and 
its evolving structure to suit the special qualities of radio, and to meet the interests 
of public radio audiences as perceived by our front line with the public, the stations. 
The result, we believe, is a first class public radio service which has won, among 
other prizes, this year's George Polk award for "comprehensive, intelligent and 
bcJanced daily reporting of national and world news" and the Dupont Columbia 
award for "excellence in broadcast journalism," and in 1979, the Pnx Italia for its 
production of "Wings", the first time this esteemed award was given for an Ameri- 
can radio production. 

More than 68 percent of the American people now have access to public radio 
services, up nearly 13 percent since 1977. They listen on their public stations to 
programming normally unavailable elsewhere. These programs are either produced 
locally or selected by the stations from NPR's National Program Service (NPS) and 
from its new satellite distributed prcHzram marketplace, the Extended Program 
Service (EPS). In its first year, the EPb distributed nearly 1800 hours of program- 
ming produced by stations, independent producers and other organizations. 

A good example of how all elements of the system work together is in Alaska, 
where thirteen public radio stations reach 95 percent of the state's residents, and 
serve often as their sole source of communications. NPR's "All Things Considered", 
"Morning Education", and "Alaska News Nightly", produced by all of the Alaska 
stations, are principal sources of news and information. Further, Alaska station 
KOTZ and KiUK broadcast part of their programs in the local Eskimo dialect 
Indeed, bilingual activities are not uncommon in the system. A number of stations, 
particularly m the Western states, broadcast some programming in Spanish, includ- 
ing NPR's weekly Hispanic news show, "Enfoque Nacional" produced with KPBS in 
San Diego. WWNO in New Orleans offers some programming in French; KAXE in 
Grand Riapids, Minnesota, has special Finnish programming, and KTDB in Ramah, 
New Mexico, located on an Indian reservation, broadcasts in Navajo as well as 
English. 

Public radio goes to areas of the country where other media do not. Much of the 
recent expansion of the system, in fact, has been into sparsely populated areas. 
Audiences in rural areas of Arizona, North and South Dakota, Missouri and North 
Carolina — as well as Alaska — often rely on public radio for complete information 
services. Stations in urban and suburban areas also provide services not otherwise 
available. Because of the programmatic constraints on commercial stations, th^re 
often are services missing in even the busiest markets. Public radio fills tiiese gm 
by providing extensive news and public affairs, serious music of all kinds, drama for 
adults and children, instructional programming and programs targeted to a variety 
of special audiences. For example, NPR's Service for the Print Handicapped pro- 
vides the first nationwide service to thousands of prin^handicapped Americans. 
These programs go to about eighty locally operated FM subcarrier (SCA), or in the 
case of KBPS- AM in Portland, Oregon, primary channel services. 

We believe, then, that the public radio system has distinguished itself with the 
guidance and the increase in Federal support made possible through the 1978 Act. 

8. 720 

Now we find ourselves at a different juncture in our development — one that 
presents us, the Congress and the public broadcasting system, witn a serious chal- 
lenge. That is: How do we sustain this system and its services in a time of shrinking 
federal support? Indeed, can we sustain the effort at the authorization levels sug- 
gested in S. 720? I think the process we are engaged in is a healthy one. It is forcing 
many of us, mvself and NPK included, to examine new opportunities for raising 
money and to determine with even greater clarity our sjrstem priorities. However, 
the process is also fraught with risks. The price of failing to recoup losses in federal 
and, in many instances, state and local tax dollars, may be the concurrent loss of 
stations, or the physical decay of the system, and the loss of critical services. With 
this in mind, we have tried to analyze S. 720 based on a careful assessment of public 
radio's structural, financial and audience needs and on our best estimates about our 
future fundraising ability. Further, we have tried to measure the provisions of the 
bill using the guideline of effective and efficient use of available dollars. 

We believe that S. 720 is a good attempt at trying to make efficient use of the 
declining dollar and assure that the public will continue to receive a diverse mix of 
local and national programming. Generally, we are in agreement with the goals <rf 
the bill as stated by Senator Grold water: (1) preserve advanced funding and the 
insulation inherent therein; (2) where possible, concentrate on the product, program- 
ming; (3) in a tight money environment, assist the "ne^iier" stations; (4) encourage 
greater self-sufficiency through a wide range of income generating activities; and (5) 
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reauthorize the Public Telecommunications Facilities Program for three more years, 
with continued emphasis on S3rstem expansion. 

We have attempted, then, to evaluate the specific provisions of the bill according 
to whether, in public radio, they would in fact accomplish those goals. We believe 
that while many of them would, others, when applied to the dynamics of the public 
radio 83rstem and the radio marketplace, would work counter to those goals. 

RADIO PROGRAMMING AND DISTRIBUTION 

The service equation for public broadcasting has always involved two elements — 
programming and distribution. The finest programming has little public value 
unless it can be distributed, its quality undegraded, to the public. Conversely, the 
value of the finest equipped station is wasted on the public if the station is forced to 
rely on needle-drop prcNp-amming. Historically, CPB has played a strong role in the 
distributional part of the public radio equation, helpine both with interconnection 
and the developmental needs of new stations. The facilities program has played a 
critical role in the construction of new stations and the maintenance of state of the 
art hardware. 

We are troubled, therefore, by the disappearance of the words public radio and 
television and the substitution of the words public audio and video. Public radio 
remains the most efHcient and effective means of distributing radio programming. 
Indeed, the timeliness and mobility that is radio would be lost with other technol- 
ogies. Unless CPB continues to have some responsibility for insuring the well-being 
dt the stations and the public radio S3rstem, it seems that we run the strong risk of 
losing the best, and often only, showcase for public radio and public audio. 

We do appreciate the apparent intent behind the charge to CPB that it develop 
public audio programming for distribution by whatever means possible — to target 
shrinking dollars to the production of programs for the broadest possible distribu- 
tion, and perhaps in so doin^, generate some commercial revenues. In public radio, 
however, since good technological alternatives to broadcasting seldom exist, the 
most efHcient investment is to make maximum use of the radio sjrstem that the 
pid>lic has already put in place; to protect that investment in equipment, personnel 
and expertise; and to create incentives for that S3rstem to seek secondary outlets 
where public radio stations are not sufficient. Indeed, the American public is just 
learning where to find public radio programming. To bypass those stations would 
unnecessarily confuse those audiences. However, secondary outlets — cassettes, 
cable — do make sense in many instances, are currently being tested by the public 
radio system, and, if used thoughtfully, could generate revenue for the stations or at 
least pay their own way. However, now, when there may not be enough dollars to 
sustain the primary radio distribution system, is not the time to open the CPB 
grants door to an additional group of applicants who, for example, may wish to 
establish an audio cassette production business. In general, in a time of declining 
revenues, we think the emphasis should be on radio and television stations, and 
broadcasting. If funds then are increased, there will be time for more peripheral 
expenditures. 

PUBUC RADIO EXPANSION 

S. 720 does, in fact, see m to r ecognize the importance of public radio stations in 
its reauthorization of the PTFP. Senator Goldwater's remarks introducing the bill 
suggest that further expansion of the public radio systems should be that program's 
top priority. The bill would also continue assistance to stations for equipment 
replacement. We concur with the need both to expand the coverage of the public 
radio system and to insure that the system in place does not deteriorate. 

However, public radio expansion comes into sharp conflict with another goal of 
the bill, assistance to needier stations. The 1978 Financing Act made public radio 
expansion a prioritv. The result has been an increase in the size of the public radio 
system by about 20 stations a year. The 1978 Act also called for CPB to increase 
operationial and programming support for public radio comparable to the growth in 
stations, lest that growth erode the stations already in place. Yet even at the $172 
million level appropriated for fiscal ^ear 1982, CPB has told us there is not enough 
mon^ to increase the radio rotation grant pool to absorb the growth. At the 
singincantly lower authorization levels proposed in S. 720, then, there appears to be 
no way that the public radio sjrstem can afford further growth. 

This problem is aggravated by two other provisions in the bill: (1) the removal of 
Sec. 3d6(aX7) of the current statute, which charges CPB with facilitating "the 
development of public telecommunications," and (2) a fixed CSG level. Stations, once 
constructed, need special assistance in developing both a strong service and a strong 
local funding base. Historically, the public radio stations have chosen to give over 
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part of their CSG money for CPB to perform this nurturing function, even though 
in recent years, the number of stations needing CSG's has grown faster than the 
CSG money available. Under S. 720, no one is authorized and no money exists to 
perform that interim service. One solution to providing expansion assistance might 
be to keep the PTFP authorization at $16 million for fiscal year 1982, 1983 and 1984 
and authorize a portion of it to be awarded to an organization which can assume the 
responsibility of assisting new stations. 

FIXED COMMUNITY SERVICE GRANT POOL 

The fixed CSG level also puts the soueeze on the public radio system. Given the 
unlikelihood that the radio share of the CSG funds would increase within the 50 
percent pool, new stations would force increasingly smaller divisions of the CSG 
money among stations already operating at the budget margin. The result would 
most surely be first the loss of services, then the loss of many of the stations already 
in place. 

Indeed, fixed CSG ceilings work poorly for the public radio system, whether they 
are set at 50 percent or at higher levels. The drafters of S. 720 have apparently 
realized the value of a mix of national and local programming. The differences in 
the economics of public radio and public television, and differences in how program- 
ming is used by each, have resulted in different funding structures for the two 
systems. 

A description of how this is so may be useful here. Public radio stations have 
chosen to separate out their national programming money from their CSG's. NPR 
receives that national programming money in a direct grant from CPB. Much of 
that money then flows back to the stations for the programs they produce for the 
National Program Service, or to independent producers and stations for a variety of 
programs seeded by the new Satellite Program Development Fund. Radio C^'s, 
then, are designed primarily for local purposes. This funding structure has proved 
to be well suited for radio because the majority of public radio service is locally 
produced, yet shows like "All Things Considered," "Morning Edition," "Jazz Alive," 
and "Options in Education" add a vital element to these local services, ones which 
would be impossible to provide without the maintenance of a central critical mass of 
talented personnel. 

The direct griint from CPB shaves more than a million dollars off the administra- 
tive cost of national programming; that is, if public radio stations were required to 
reaggregate funds for national programming, the administrative costs alone would 
exceed a million dollars. In radio parlance that is equivalent to four or five highly 
produced program series. Neither at current appropriation levels nor at reduc^ 
levels could public radio stations afford to reaggregate enough money to keep these 
programs going. It is important that new legislation continue to permit the public 
radio system the flexibility to decide what funding and programming mix is appro- 
priate to the services that the public radio system needs to provide. Indeed, as we 
learn more in the next several years about where non-Federal revenues can be most 
or least easily directed, that flexibility of choice may become even more critical. We 
would recommend, therefore, that 50 percent be retained as the minimum CSG 
level, and that CPB, in close consultation with the stations, work out the funding 
patterns that best suit the public radio system and the public television system, 
respectively, and that CPB increase CSG's proportionally with radio expansion. 

Close CPB consultation with the stations is essential as well, and should be 
required to insure effective use of dollars for nationally funded programs. We agree 
that the money remaining after CSG's and CPB administrative costs should be 
directed primarily at programming. However, even if 45 percent of the total appro- 
priation should remain, once such fixed costs as copyright ($3 million and rising) 
and retirement of the satellite debt ($3.5 million, including interest) have been 
deducted, very little money for programming will remain. Unless CPB has a clear 
sense of what kind of programming the stations are likely to distribute, those 
dollars might be wasted. 

INTERCONNECTION 

S. 720 also eliminates all CPB responsibilities for the development or the ability 
to contract with any telecommunications systems, with the single exception of 
protecting them from extraneous interference. We are concerned about that elimi- 
nation for the reasons I expressed earlier— that the ulitmate result could be the 
erosion of the delivery systems that the public has already helped to create. We are 
not as concerned, however, by the proposal that CPB no longer directly fund the 
operational costs of the satellite system, as long as the stations retain discretionary 
authority over their CSG's in case they are unable to generate enough revenue 
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locally to meet those costs. However, if the bill does retain its provisions that no 
appropriated monies will be authorized for interconnection payments, we must 
questions why the access requirements of Sec. 396(h)(2) remain m the bill. The cost- 
sharing arrangement developed by the stations will continue to insure priority 
access to those stations who participate in the system, even without that provision. 
We should note, too, that regardless of what the bill authorizes, CPB's obligations to 
retire the satellite debt will continue until 1986; and while CPB might no longer 
have financial responsibilities for the operation of the satellite system, under its 
satellite contract, half of all earned satellite revenues would still accrue to CPB. 
This seems inequitable. 

STRUCTURAL INSULATION 

We are pleased that under S. 720, the principle of insulation is kept alive through 
two year advanoed appropriations and the retention of CPB as a private, nonprofit 
corporation responsible for protecting public telecommunications entities and sys- 
tems from extraneous interference and control. However, certain amendments to 
the current statute, some more subtle than others could tip, the delicate balance of 
control between a politically appointed board and the ultimate determination about 
what programming will or will not be funded. The redesign of the CPB Board is one 
such change that worries us. S. 720 would reduce the size of the Board from 15 to 7 
members, six of whom would be politically appointed. No more than four could be 
from the same political party. The seventh member would be appointed by the 
Board to serve as both its Chairman and President. Under this configuration, as 
many as five of the seven Board members could be of the same political party, 
making programming decisions— without the benefit of consultation with the sta- 
tions or peer review panels — about how to spend 45 percent of the appropriation. 
Perhaps inadvertently, the Board and the programming grant process could become 
politicized. The present 8-7 division tends to blur the political distinctions. 

The reduction in the size of the Board could save administrative expenses, but 
only if we expect the work load of the Board to diminish as well. We believe, 
however, that the more likely case is that the smaller Board would meet more 
frequently to keep pace with the work. The same studies which persuaded NPR to 
reduce the size or its Board from 25 to 17 members, suggests that the CPB Board 
may already be at its optimal size for efficient and diversified decision-making. 

THE ROAD TO SELF-SUFFICIENCY 

The principal assumption underlying this bill and its reductions of 50 percent and 
more in the authorizations for CPB is that public broadcasting can be and should be 
nearly or completely self-sustaining. Whether it should be self-sustaining is an 
assessment each of us must make for ourselves. I personally feel that the public 
deserves to be able to hear and see the full reflection of their American culture that 
public broadcasting provides. And that this is a service that it should pay something 
for and not depend entirely on commercial subsidies. For, in fact, in the radio 
market particularly, progamming is a direct reflection of the method and the source 
of payment. Whether it can be self-sustaining is a different kind of question. 

I noted in the beginning of my testimony that while these harsh new realities 
contain some new opportunities, they are also fraught with risks. The greatest risk, 
the one that even our most optimistic projections tell us is likely, is that public 
radio will be able to recoup only a small portion of the funds lost through cuts to 
CPB, the facilities program, the National Endowments, the National Science Foun- 
dations, a variety of Department of Education grants, and reductions in state and 
institutional funding. Experience has shown us that since authorizations nearly 
alwavs exceed actual appropriations, our assessments of what we will have under 
this bill may even be optimistic. In order to retain the public radio services that 
Congress has helped put in place, then it ma^ need to reassess, if not the ultimate 
levels of reduction, at least the time over which those reductions will be made. For 
if federal funding is reduced quadually, at least we will have the opportunity to 
assess the progress of the system toward greater self-sufficiency and move in with 
remedies where they may be needed. Otherwise, we risk the loss of stations, of local 
programs and of such flagship programs as "All Things Ck)nsidered." Once lost, they 
cannot be easily recovered. 

This is not to say that we cannot find, with statutory and regulatory help, and 
time to experiment with non-traditional means of raising money, more revenues 
through listener support, underwriting and certain entrepreneurial activities. I 
should say up front that some activities which may have revenue value for public 
television are not viable for public radio. For example, public radio stations most 
often provide the services that commercial stations have found unattractive finan- 
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cially. To make money through commercials, a station would have to change its 
format to one that is commercially attractive. This undercuts the purpose and the 
value of public radio. Also, because radio is used as a mobile medium, pay radio is 
an unlikely alternative. And some stations are prohibited by state law or institu- 
tional charter from engeiging in any fundraising activities at all. 

Nevertheless, there are actions that this Committee can take to help public radio 
become more self-reliant: 

One, reduce funds, if that's what must be done, gradually. States, businesses and 
individuals are far more inclined to contribute to an enterprise if there is at least a 
floor for future existence secured by federal support. 

Second, maintain the discretionary nature of the community service grant. Discre- 
tionary funds are critical in a variety of ways, not the least of which is to provide 
the means for informing listeners of the programming available to them on public 
radio. CSGs have often provided the only non-earmarked funds which could be used 
for effective program and station promotion, a crucial element in improving fund- 
raising efforts. Further, these funds have gone to pay for the direct costs of fund- 
raising efforts. The availability of those funds also insures the operational security 
of a station, often a critical element in a station's ability to attract support. 

Third, retain a system match. It remains our experience that the federal contribu- 
tion, and indeed, the promise of a match, is the strongest leverage the public 
broadcasting system has had in attracting state, local and private funos. We believe 
that its fundraising outweighs any administrative costs of certif3ring non-fcKleral 
support. 

Fourth, permit public broadcasting stations to use their judgment about how to 
conduct on-air fundraising and attact corporate and business underwriting. Al- 
though a fine distinction exists between what constitutes institutional commercials 
and what is adequate underwriter identification, we believe that a cart and horse 
distinction, at the very least, does exist; that is, in public broadcasting, program 
content preceeds underwriting. In the advertising world, commercial interests often 
dictate program content and determine what ultimately is available to the public. 
In other words, there is in public radio a clear programmatic mission tied directly to 
listener interests. We feel certain that public radio stations would be careful not to 
violate that distinction. 

Fifth, liberalize sanctioned entrepreneurial activities. Moreover, tie what is per- 
missible to where new income is applied rather than to how it is generated. 'This 
would open up more income opportunities, but insure that revenues would be 
applied to developing public broadcasting's primary public service mission. Further, 
it would be another reason to eliminate the provision in S. 720 which would require 
stations to return one CSG dollar for every dollar taxed as unrelated busmess 
income. This provision, while we believe it was intended to serve as a business 
incentive, does quite the opposite. It would require stations to replace all federal 
support before it could try to replace any of the portion of the revenue that was 
already missing. It would serve to discourage new revenue activities, penalizing the 
needier stations the hardest. They, for example, would have to go to the expense of 
establishing a separate subsidiary in order to generate satellite support without 
risking the concurrent loss of their CSG's. 

Sixth, delete retroactively Sec. 392(aX4), which says that PTFP (and HEW) funded 
facilities can be used only for public telecommunications services. This should free 
up all public broadcasting equipment for commercial rental opportunities. 

Finally, we believe that tightening of priorities, with both parts of the service 
equation, the stations and programming, at the top should ameliorate the problem 
some by targeting money where it's most needed. I might add that training and 
research have always been important to public broadcasting. However, in a tight 
money environment, retaining personnel becomes the larger problem because of 
depressed salaries, and should take priority over training them. 

Thank you. 



Questions of the CoMMnrEE and the Answers Thereto 

Question. How will the system make up for the reduced federal dollar? I realize 
that today, these figures look bleak— grim, but three years from now, you may have 
another world about you in terms of support, moneymaking enterprises, and maybe 
advertising. What are the prospects for making up the difference? 

Answer. While NPR has recently undertaken a study of potential income opportu- 
nities, at this point, any conclusions about how much additional revenue we will be 
able to generate and through what means are only tentative. We will have better 
information once our ideas have been tested in the marketplace for their viability 
and their upfront costs. 
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Nevertheless, certain options do seem attractive. Others, which may attract 
money for some public television stations, hold little or no promise for public radio. 
On-air advertising and pay cable fall into this latter category because of the way 
listeners use radio — on the move — and because saturation of the radio marketplace 
has resulted in a public radio service that is highly defined by what commercial 
stations chose not to carry because of insubstantial income potential. Although NPR 
has recently received a Markle Foundation grant to examine cable audio opportuni- 
ties, we are not at all sure that we will be able to do more than design a service 
which would derive sufficient income to cover the costs of the new service. 

We estimate that with liberalized underwriting rules, increased listener and 
underwriting support might generate $1.7 million a year in excess of current system 
income. I should note that today, these two sources of support total only about 15 
percent of the income of the public radio system. The increases that we have 
experienced in recent years can be traced primarily to (1) increased federal income, 
leading for the first time to greater promotional and development efforts by the 
stations, and (2) the greater number of public radio stations. 

We are examining, as well, the possibility of greater income from such activities 
as direct NPR on-air solicitation, direct mail, and sale of cassettes and services and 
rental of eouipment. We estimate that these activities might bring in another $2 
million. NPR must be careful as it considers these activities, though, that its direct 
attempts to fundraise do not undercut the comparable ability of the stotions. We 
project that station rental of equipment might offer some new revenue, although 
only a few hundred thousand dollars. 

We are pursuing each of these revenue generating activities with hope of being 
able to raise about $5 million more in these areas by fiscal year 1984 than we are 
currently raising. 

Activities such as satellite sharing and advertising in program guides, on the 
other hand, promise, at best, only to offset the costs of doing business. We do not 
forecast anything resembling profits from these activities. 

The income projections above do not reflect the almost certoin increases in 
copyright costs, wriich could range from $5 million to $9 million a year if the 
current compulsory licensing formula remains in place. Without the compulsory 
license, we can expect sjrstem copyright expenses substantially to exceed these costs. 
.We can expect, as well, the costs of labor union dues to increase resulting from our 
entry into the commercial marketplace with cassettes. And finally, we are bracing 
ourselves for the inevitoble inflationary costs which, using almost anyone's esti- 
mate» are likely to exceed the roughly 5 percent per year increase in additional 
income represented by the $5 million calculated here. 

At the funding levels recommended in S. 720, the public radio system can antici- 
pate a decrease in funds in fiscal year 1984 over current levels exceeding $20 
.million. Funding reductions contemplated for the National Endowments for the 
Arts and Humanities, the National Science Foundation, the Public Telecommunica- 
tions Facilities Program and various programs within the Department of Education 
will also affect public radio's income. Since more than one-third of the funding of 
the public radio sjrstem comes from federal funds, the impact of the loss of those 
funds will be enormous. We are examining every new and current source of fund- 
ing, but within two years could not likely recover $15 million of the $20 million in 
losses. 

In summary, although the public radio system will move with due speed to take 
advantage of every possible revenue source, the projected amounts available do not 
appear to be nearly substantial enough to cover the projected losses and maintoin 
the status quo. 

Question, You express general agreement with the goals of the bill but numerous 
reservations about the specific provisions — most of which seem related to the ac- 
tions proposed to accommodate lower funding. If funding is to be cut and public 
broadcasting is not funded at levels previously anticipated, could you tell us what 
your most serious reservation about this bill would be? 

Answer. Our most serious reservations about S. 720, other than the magnitude of 
the cuts, are threefold: 

(1) A fixed CSG ceiling cannot accommodate the certain annual growth in the 
number of public radio stotions that would need to share in the CSG pool. Most 
existing public radio stotions are already marginally funded and new stotions often 
need a few years of solid assistence before they have rooted themselves in audiences 
that can help support them. Further annual reduction in the average CSG would 
likely result m the loss of services and many public radio stotions. 

(2) The elimination of the requirement that CPB consult with the radio stotions in 
determining national programming grants, and the substitition of the term "audio" 
for "radio" introduces uncertainty into the ability of the public radio stotions to 



Digitized by 



Google 



74 

insure the national radio programming that their audiences expect. Historically, the 
public radio stations have chosen not to receive their national programming dollars 
in their CSG's, but rather to fund national programming through a direct grant to 
NPR. This method has worked well because the statute has required CPB to base its 
funding to NPR on the recommendations of the stations. Without continuation of 
this consultative language, the stations would be penalized by losing influence over 
the funds for a vital portion of their service. Further, the introduction of a new, 
broader concept of what CPB should fund, audio rather than radio, threatens to put 
a greater strain on funds which may not be sufficient even to sustain most of the 
public radio services which currently exist. 

(3) The need for flexibility increases, rather than decreases, when money gets 
tight. Since it is not yet clear where funds will be most needed, and for what 
functions they can most easily be raised, it remains critical that the grants to 
stations not be restricted in how they may be used. The community service grant 
often, in its unrestricted form, has been the only source of funds that station 
managers could use to cover operational costs, promote services and raise additional 
money. 

Question. In your prepared statement, you criticize that provision in S. 720 which 
would require stations to return one dollar in grants for every dollar they earn in 
unrelated business income. While I am not as far into 'Tiaffer Curves" and the new 
"Supply Side" economics as the new administration, I can recognize a 100 percent 
tax when I see one — and they always strike me as very dubious propositions. How 
would you suggest the legislation be changed to correct this problem? 

How would you alter the "unrelated business income" language in S. 720, giving 
due deference to our concern about federal subsidy of competition? 

Answer. We understand, and indeed share, the concern expressed in S. 720 that 
public broadcasting be encouraged to become more self-sustaining but that it not use 
federal funds to compete with commercial enterprises. However, from time to time 
those goals may come into conflict and may even prove mutually exclusive. Perhaps 
the best measure that could be taken to avoid federal subsidy of competition is 
flatly to prohibit the direct use of federal funds in commercial activities, while 
realizing that much of what public broadcasters have to offer — products and serv- 
ices — exists because of federal support. The Congress, in fact, has funded several 
analogous situations. Two such examples are CEMERL, a federally funded r^onal 
educational laboratory which distributes its products commercially and uses its 
profits for research and development activities; and the National Diffusion Network, 
a Department of Education marketing assistance program, where federal funds 
develop educational materials that are then marketed to either commercial publish- 
ers or through a subsidiary enterprise. 

The return of one grant dollar for each dollar taxable as unrelated business 
income does not itself seem to insure a pure separation of federal dollars from 
commercial activities, and contrary to its intention, it seems to discourage greater 
efforts at self-sufficiency. Stations which undertook more entrepreneurial endeavors 
might be required to replace all federal dollars before they could begin to replace 
those dollars lost through the reduction in appropriation levels. For small stations, 
in particular, traditional avenues of revenue might pose a lesser risk than the 
already sustained reductions in CSG's. 

We would recommend, then, that the unrelated business income provision be 
dropped. The lowered funding levels already serve as strong incentive to public 
broadcasters to become more self-sufficient. If the Senate finds retention of the 
concept of unrelated business income should be retained, however, we would recom- 
mend that "unrelated" be redefined as only profits which neither go back into 
public broadcasing nor into building the commercial enterprise which will help 
support public broadcasting. 

Question. You say that in a time of declining revenues, the emphasis should be on 
funding radio and television and broadcasting. Hence, you object to replacing the 
word radio with the word audio which would permit CPB to devote some of its 
funding to non radio alternatives. If CPB decides that cassettes or cable or some 
other new technology for audio would be a superior place to use its funding, why 
shouldn't they be permitted — and indeed encouraged — to do so? 

Answer. NPR is currently examining opportunities for commercial sale of cas- 
settes, and, with assistance from a Markle Foundation grant, is working to develop 
a cable audio service. Both of these distributional mechanisms offer attractive 
secondary means for delivering public radio services, and beyond their developmen- 
tal stages should be able to sustain themselves financially and even generate addi- 
tional radio production money for the stations and NPR. CPB's dollars are not most 
needed, then, for these audio services, for while they are the less efHcient distribu- 



Digitized by 



Google 



75 

tional means for public radio services, they have extremely efficient support mecha- 
nisms. 

It remains our experience, and the experience of the American audience, that the 
radio station still distributes radio programming most efficiently and effectively. 
Ironically, its subscriber device, being solely voluntary, is rather inefficient. It is our 
strong feeling, therefore, that every possible appropriated dollar, being in very short 
supply, will be needed for the survival of the services now made possible by public 
radio stations. 

Question. The fixed Community Service Grant pool would, you allege, operate to 
"put the squeeze'' on radio. S. 720 contains language that would allow CPB, in 
consultation with stations, to establish criteria for the distribution. Why then are 
you so sure that, at this juncture, radio's needs would be overlooked? 

Answer. The number of stations meeting minimum CPB eligibility criteria and 
therefore entering the CSG pool increases annually at about twenty stations a year. 
S. 720 retains the current statutory language which has perpetuated a historic 
"split" of funds between public television and public radio, and which has 3rielded 
greater percentages for public radio stations, not at the expense of television CSG's, 
but rather because CPB has raised the total level of CSG's for radio to accommodate 
expansion of the sjrstem. A fixed CSG pool would most likelv put the "squeeze" on 
pwlic radio because the relatively fixed share that would likely be perpetuated by 
CPB would hve to be divided annually among more stations, reducing the already 
small grant to each station. Conversely, with a fixed CSG ceiling, public radio would 
have to outbid public television for a greater share. 

Question. You object to reducing the size of the CPB Board from 15 members to 7 
on the grounds that a smaller board might be more easily politicized. But there does 
seem to be general agreement that 15 is too large. Do you have any suggestions for 
ways in which the size can be reduced while still guarding against political interfer- 
ence? 

Answer. We believe that while seven members may indeed be too small for the 
CPB Board, its smallness is not what causes us concern about the potential for 
political interference. We are concerned, instead, that the Board of six political 
appointees may be composed of as may as four people from one party, and that that 
political composition, whatever it may be, will then choose a very powerful chair- 
man/president. Further, under S. 720, CPB has a good deal more program decision- 
making power than under current law, but peer group review panels are no longer 
required as an insulatory buffer between the CPB Board and CPB decisions to fund 
individual programs. We would seem to run the risk, then, under the structure 
proposed in S. 720 of having a political Board directly making programming deci- 
sions. 

We believe that a Board that reflects an even political split (50 percent-50 
percent), excluding the chairman, would provide a firmer structural guarantee of 
minimal political intervention. Continuation of the requirement for peer group 
review panels as an alternative to block grants, such as NPR receives, would build 
in still another safeguard. 

Question. What would be the effect of a $150,000 cap for radio? How many dollars 
would be made available for distribution among radio stations? 

Answer. Our estimate is that only about three public radio stations would be 
directly affected by a $150,000 cap. These particular stations operate in major 
markets and are struggling at current funding levels to stay afloat because of 
financial difficulties being experienced by their licensees. We believe that the result 
of a cap, then, would be to free up very few dollars for redistribution to other 
stations, but perhaps at a severe penalty to major market stetions. We would 
therefore strongly recommend against any cap. 

Senator Pressler. Thank you very much. Next I call on Mrs. 
Diana Lady Dougan, chairman emeritus, Friends of KUED-Salt 
Lake City, Utah; also chairman, Education Committee, Board of 
Directors, Corporation for Public Broadcasting. 

Mrs. EiouGAN. Thank you. As you know, none of the entities 
have really had an opportunity to officially respond to the specifics 
in the bill, so I, for one, and many of us, are speaking as individ- 
uals — I suppose I more than many, because in addition to my 
responsibilities as a director for the Corporation for Public Broad- 
casting I am also still very active on my local board. I was chair- 
man of it for over 10 years, and now, as chairman emeritus, am 
still actively involved. 
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I have also produced television shows for local and national 
distribution, as well as having worked professionally in cable and 
commercial broadcasting. So it's very much a personal perspective 
that I bring. There are a couple of specifics I want to start with on 
the bill, and then I would like to make some more general re- 
marks. 

First of all, I think after careful weighing and it's difficult trying 
to play Solomon, I believe the 50-percent passthrough is probably 
the most equitable and fair approach that has been presented and 
is incorporated in your bill. 

I don't think it makes anyone happy, there are not enough funds, 
but it is in fact still 10 percent more than the previous legislation 
had authorized. At the same funding level. 

I would add as a personal aside, however, I believe the Corpora- 
tion for Public Broadcasting should not be totally let off the hook 
on the interconnection responsibilities. I believe that for several 
reasons. Among other things, the original legislation very specifi- 
cally said the Corporation could not produce or schedule programs, 
but it should facilitate the interconnection. I think Congress was 
trying very specifically to not have too much control in any one 
entity. 

And if you follow the reasoning of the current proposed legisla- 
tion, you're going to have the same people who are scheduling and 
producing also determining the access to the system. So that con- 
cerns me, in addition it weights the future toward a public broad- 
casting system as it currently exists, which seems to be shortsight- 
ed. 

S. 720 talks about excess capacity. I think it's a little bit like 
closets in a new and bigger house: you think you may have more 
than you'll ever need — when you first move in — but you always 
end up filling them up. I think transponders are analogous. Ther- 
e'll be very little excess transponder space for other uses. 

Other witnesses have covered some of the basic elements of the 
bill, on which there is considerable unanimity about the principles 
of flexibility, insulation, and advance funding which are incorpora^ 
ed in S. 720. To no one's surprise, we think the proposed level is too 
low, but I think few people have been so naive as to suggest that 
public broadcasting should be exempted from the cuts that are 
being expected across the board. Pitted against food stamps, social 
security, and a myriad of more visceral issues, public broadc£U3ting 
seems to be a pretty easy mark. 

But, notwithstanding the fact that CPB represents less than one- 
hundredth of 1 percent of the total Federal budget, we're still 
saying we're willing to take our fair share of the cuts, and I'll get 
to that fair share in a minute. As one who is an avowed Neander- 
thal on fiscal matters, I do more than pay lipservice to the idea of 
across-the-board cuts. 

I've never gone along with the idea of total Federal funding for 
public broadcasting. I have always been committed to the principle 
of a balance of funding between Federal, State, and the private 
sector. And I might add that balance also is a balance of influence. 

One of the things I think that's happened that maybe makes 
people not realize how drastic these cuts are, is some of the misper- 
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ceptions about public broadcasting's ability to raise funds and its 
success in raising funds from other sources. 

Discussions of, for example, the PBS grand alliance and other 
proposals to raise additional money, I think, are worth exploring, 
but I do not see that there is any statistical base to think that 
these could in any way actually replace the current Federal fund- 
ing sources. Corporate underwriting is also leveling off, and even if 
it weren't, I don't believe it would be proper to skew it as the 
primary source of funding for public broadcasting, because, after 
all, they're still commercial dollars. 

iTiere's also the concern about the additional Federal impact on 
the university licensees and the school board licensees. There is 
also the almost certain cut in the $45 million in other Federal 
funds through the endowments and the Departments of Commerce 
and Education. These are just a few of the other negative financial 
impacts facing public broadcasting. 

I guess one of the most fallacious assumptions is talking about 
cable as a substitute for public broadcasting. Currently, only 23 
percent of the population receives cable. Even the Sloane commis- 
sion predictions have only said about 50 percent of the Nation will 
have cable by the end of the century. Who are the 50 percent who 
won't be getting cable? They're the very people who do not live 
near museums, symphonies, or libraries. Or, if they do, they can't 
afford the cable charges or the symphony tickets. Far from being a 
service for the urban elite, public broadcasting is more vital than 
ever for serving the less advantaged. People don't know they like 
culture until they are exposed to it. The increase in ticket sales of 
live performances are in direct proportion to the increased expo- 
sure of the performing arts on public broadcasting. 

I used to suffer from the same misconceptions as others about 
who watches public television. I thought the public TV and radio 
audience were people who played tennis on Thursdays, had season 
tickets to the symphony, and read Schopenhauer for laughs. It 
turned out that wasn't the case. 

And I found out from a very personal experience, because when I 
started fundraising for KUED over 12 years ago, I used to do all 
the receipting at my kitchen table. What got me down were not 
just the receipting aspects, but the thousands and thousands of 
letters — practically two out of every three donations had a letter 
attached. In my past experience in fundraising, usually a check 
was the only statement people felt they needed to make. In this 
instance, people were talking about what they like, what they 
wanted to see more of. 

I'll just quote the one that I think was my alltime favorite, which 
was from an old gentleman in Whitefish, Mont., who wrote: 

"I live on social security, beans, and public TV — not necessarily 
in that order." 

The computer, of course, has long since taken my place in re- 
ceipting donations, but it would also verify the increasing diversity 
of the public TV audience. 

I'd like to speak specifically about what I think is still the heart 
of public broadcasting, and that is education. As a matter of public 
policy, our Nation has had a historic commitment to educating the 
people, all the people. It's difficult to imagine closing public librar- 
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ies because, after all, people can buy books; or rescinding the Land 
Grant College Act, because there are plenty of private college 
alternatives. 

The average public station devotes over a third of all its air time 
to instructional programing, and when you consider they're on the 
air 18 hours a day, that's pretty amazing. Even as far back as 1977, 
over 15 million American school children were receiving formal 
instruction via television. That's not counting "Sesame Street," 
"Mr. Rogers," and other at-home and preschool learning programs. 

The poorer school districts, who can't afford music, art, or lan- 
guage teachers are finally being able to fill these gaps with educa- 
tional television. Education for the handicapped, hearing-impaired, 
is obviously another area of vital public broadcasting service. 

Preschool education. The "Sesame Street" story has dramatized 
and reinforced what we can do in the few instances when we have 
had adequate funding for both planning and programing. 

Higher education. Over 1,000 colleges and universities teach 
credit courses provided by public broadcasting, and that doesn't 
include on-campus closed circuit courses. As you're aware, the An- 
nenberg grant of $150 million has affirmed what a gold mine 
telecommunications is for education — particularly higher educa- 
tion — but the terms of that grant do not supplant, they can only 
supplement, funds that we must already spend in the area of 
education. 

I'd like to speak just briefly about how big a cut we are talking 
about. People have been talking about 25 percent. If you compute 
this on the basis of the current authorization level of $220 million, 
we're not talking about a 25-30 percent cut; we're talking about a 
50 percent cut. I don't think we're being let off easy as compared to 
the endowments or other areas. 

At 50 percent, I think it's a lot more than belt-tightening. I think 
it's pretty close to famine. 

I would like to conclude my remarks with something that, as I 
was thinking about what I wanted to say, I looked literally on my 
own office wall, back in Utah. It's a quote from Edward R. Murrow, 
which says: 

Television can teach, it can illuminate; yes, it can even inspire. But it can do so 
only to the extent that humans are determined to use it to those ends. Otherwise it 
is merely lights and wires in a box. 

Gentlemen, I think to a considerable degree that determination 
is up to you. 
Thank you. 
[The statement follows:] 

Statement of Diana Lady Dougan, Director, Corporation for Pubuc 

Broadcasting 

Mr. Chairman and members of the committee, as you are aware, because of the 
timing of these hearings, neither the Corporation for Public Broadcasting nor other 
affected entities have had an opportunity to take official positions on the specifics of 
the proposed "Public Telecommunications Act of 1981" (S. 720). Thus the comments 
and opinions which I express here today are uniquely my own. 

In addition to my legal responsibilities for carrying out the legislative intent of 
Congress in my position as a Director of the Corporation for Public Broadcasting, I 
have been, and continue to be, actively involved in public broadcasting at the l<x»l 
station level. As Chairman of my local board for over a decade, and still active as 
Chairman Emeritus, I have become very familiar with the daily, operational reali- 
ties of a local station. As one who has produced television shows for both local and 
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national audiences as well as having worked professionally in commercial and cable 
TV for over fifteen years, my views necessarily reflect first-hand practical as well as 
policy perspectives. 

During these hearings you will undoubtedly hear a cacophony of positions, points 
of disagreement, and shades of emphasis, we have been warned that we need to 
present a unifled front if we are to survive at all. But the realities will always 
remain that CPB, NPR, PBS, NAPTS, and the stations each have different responsi- 
bilities and constituencies. Jim Killian, Chairman of the original Carnegie Commis- 
sion, and later Chairman of the CPB Board, put it well when he said: "The differing 
responsibilities and constituencies of CPB and PBS (and NPR) are nothing new in 
the American system. Our 200-year old experiment in self-government is based on a 
system of checlus and balances. Groups, institutions, and individuals make alliances 
for a common cause. This is how things get done. They don't get done by pretense 
that diverse interests are identical or lack of harmony always bad." 

Notwithstanding the differences, I believe from these hearings will emerge a 
number of important points of consensus about Senate Bill 720. Among these are 
the reaffirmation of the principles of advanced funding, insulation, and flexibility. 
Fortimately these are also the most vital elements for any federal funding of public 
broadcasting. 

Predictablv, I would also venture that we are generally united in the belief that 
the proposed funding levels in S. 720 are too low. However, the reasoning behind 
this belief is considerably varied. 

Few have been so naive as to suggest that public broadcasting should be exempted 
from the cuts which are being made in virtually every federally funded program 
with the exception of national defense. Pitted against food stamps, social security 
and a myriad of more visceral issues, public broadcasting seems an easy mark. 
Notwithstanding the fact that CPB funding represents less than 1/100 of 1 percent 
of the federal budget, we are still willing to state that even our small budget should 
do its "fair share" towards achieving the necessary federal "belt-tightening." 

As one who is an avowed Neanderthal on flscal matters, I do more than pay lip- 
service to this principle. I have never subscribed to the dream, cherished for years 
by some of my colleagues, of a public broadcasting system that would be totally 
funded by the federal government. I am and always have been, committed to the 
precept of a balance of funding (and ergo: influence) among the federal, state and 
private sectors. I believe that public broadcasting has made a highly successful, as 
well as good faith effort, to maintain and expand the diversity and balance of its 
funding sources. 

WHAT ABOUT ALTERNATIVE FUNDING SOURCES? 

Ironically, it is in part, the perception of the expanding non-federal base of 
funding for public broadcasting which clouds the potentially devastating impact of 
the funding level proposed in Senate Bill 720. 

Discussions of the PBS proposed "Grand Alliance" and other proposals to find 
public broadcasting support revenues in cable and other technology, paint rosy 
pictures of getting out from under the federal dollar. Although I believe that any 
proposal which has the potential of creating more self-supporting services should be 
explored — that's a far cry from the extensive revenue which we would need to 
actually replace current federal funding sources. 

Corporate underwriting is also leveling off, and even if it weren't, I don't believe 
the delicate balance of funding should ever be skewed to a primary dependency on 
what are still "commercial" dollars. 

Two thirds of the stations licensed to universities and school boards will already 
be feeling the crunch of reduced federal funding in their overall operations. It seems 
"PoUyannaish" to assume that they will suddenly, now of all times, start finding 
major chunks of money to fill the new voids created by this lessening of the federal 
contribution to public broadcasting. 

IS PUBLIC BROADCASTING OBSOLETE? 

Perhaps the most disturbing and fallacious argument for reduced federal funding 
is that emerging technologies are making public broadcasting obsolete. Cable par- 
ticularly has been cited as the prime example of how the commercial sector can now 
dish up all that public broadcasting "culture" and other alternative programming. 
As one who started working in the cable industry over fifteen years ago, I am very 
familiar with that industry and its tantalizing potentials. But the cable industry is 
as old as television itself. It's not some new panacea which has suddenly hit the 
druggist's shelf. Fifteen years ago, I used to paint mouthwatering pictures for city 
councils who were considering cable franchises. I believed what I said. There was. 
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and is, the potential to bring diverse cultural programs, city council meetings, and a 
multitude of other "alternatives" to cable markets. But cable is NOT a substitute 
for what public broadcasting now provides. 

Even accepting that CBS-cable, Bravo and other "culture cable" ventures are 
more than just freigile experiments which will take years to prove financially viable; 
the fact remains, cable serves less than 23 percent of the population. Even the 
Sloane Commission's definitive study on the future of cable predicted that only 50 
percent of the nation will have access to cable in this century. That the other 50 
percent of the nation who wouldn't be getting the cultural and other alternative 
programs which cable would presumably provide are the very people who are cut off 
economically or geographically in the first place! Almost by definition the noncabled 
public doesn't and won t live near symphony halls, museums, and universities — or if 
they do, they can't afford the monthly cable charges or symphony tickets. Far from 
being a service for the urban elite, public broadcasting is more vit€J than ever for 
serving the less advantaged. Nor is it anjrthing more than the epitome of parochial 
snobbery to presume that only the educated and affluent like cultural program- 
ming. Most people don't know they like culture *til they are exposed to it. Public TV 
and radio have already done a lot to disprove the culture mjrths. The quantum leaps 
in ticket sales of live cultural performances throughout the country have increased 
in direct proportion to increased exposure of cultural programming on public TV 
and radio. 

WHO REALLY WATCHES AND USTENS ANYWAY? 

I will resist the urge to parade columns of statistics which demonstrate the 
breadth and diversity of the public broadcasting audience — but they are impressive 
and increasingly so each year. I must confess, I started out with a lot of the same 
misconceptions as others — that public broadcasting audiences had season tickets to 
the opera, played tennis on Thursdays and read Schopenhauer for laughs. In the 
dozen years I have been actively involved with public broadcasting at the local level, 
I have spent a great deal of time fundraising and communicating with the viewing 
public. When I started public TV fundraising over twelve years ago, I did all the 
bookkeeping from my kitchen table. In addition to the increasing volume of dona- 
tions, what really got me down were the letters. And I mean thousands of them. 
Literally two out of every three donations had a note or letter attached saying how 
much they appreciated public TV — what they loved, what they wanted to see more 
of. With most charities I've worked with, the check was all the "statement" anyone 
felt they needed to make. As I started reading the letters, I started getting a whole 
different image of public broadcasting. There were letters from firemen who said 
public TV "kept them from going nuts between fires." Third grade classes who sent 
their Valentine card money so they could see "The Nutcracker." The fat housewife 
with five kids and little education who was getting her body in shape with our yoga 
classes and her mind stimulated with the seven favorite programs she listed. I comd 
go on and on. Perhaps my favorite was the letter from the old gentleman from 
Whiteflsh, Montana who wrote: "I live on social security, beans and public TV — not 
necessarily in that order." 

The computer has long since taken over my kitchen table bookkeeping iob. But I 
still see, hear and talk to people from all walks of life who have come to depend on 
public TV, not only as an alternative to commercial TV, but as a vital nutrient in 
their lives. I might add, with each year I am also hearing more and more of those 
comments directed to public radio as well. Perhaps I feel this more keenly living in 
the west. Big cities in the east don't have a monopoly on culture and education, 
they just have more accessibility. If we are to sustain the public's freedom to choose 
where they live, help bridge the educational and cultural gaps without fon^ 
homogenization, I submit that public broadcasting is one of our best instruments. 

IS PUBLIC BROADCASTING STILL EDUCATIONAL BROADCASTING? 

The single most important service of public broadcasting is still education. Educa- 
tion is the heart of public broadcasting, and always should be. 

As a matter of public policy, our nation has had an historic commitment to 
educating the people. All the people. An educated, informed public is the very fabric 
which clothes our democracy. It is difficult to imagine closing public libraries 
because, "after all, people can buy books," or rescinding the Land Grants College 
Act because there are plenty of private college alternatives. 

The original Carnegie Report, on which the first Public Broadcasting Act was 
based, referred to terms like "enlighten, inspire, illuminate, inform." To me these 
are all just semantic facets of the word "education". Even the word "culture" is 
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defined by Mr. Webster as: "the act of developing the intellectual and moral 
faculties especially by education/' (emphasis added). 

The average public TV station devotes over one third of its air time to instruc- 
tional programming. An amazing statistic when you consider that most public 
stations are on the air 18 hours a day and that most school districts don't have 
summer classes. 

Even as far back as 1977, over fifteen million American school children were 
receiving formal instruction via television. That doesn't include the pre-school and 
at-home learning which programs like "Sesame Street" and "Mr. Rogers Neighbor- 
hood" provide. As more school districts are gaining access to TV, they are clearly 
discovering the cost efficient and unique benefits of TV (and increasingly radio) for 
in-echool use. Poorer school districts which can't afford music, art, or language 
teachers are finally being able to fill those ^aps with educational television. Educa- 
tion for the handicapped, especially the sight and hearing impaired, is another 
obvious area in which public broadcasting is invaluable. As educational initiatives 
are being returned more and more to the local school districts, it is a true travesty 
to start pulling back vital discretionary tools like instructional television that they 
need now more than ever. 

The importance of preschool education is studded with so many statistical gems 
that the at home" aspects of childhood education can never again be taken for 
granted. The "Sesame Street" story is only one, albeit a sparkling one, in the 
revolution of earlv childhood education. As one of the very few instances when 
there has been substantial advanced planning money as well as production money, 
it is dramatic proof of the innovative and lasting educational contributions which 
public broadcasting can make with adequate resources. As for looking to commercial 
broadcasting to start filling the increasmg funding gap for children's programming, 
I believe that nothing short of "hog-tying" regulation could ever force commercial 
TV or cable to meet the educational, much less instructional, needs of young 
children. The facts will always remain that small children don't carry fat wallets! 
And if we are to let commercial broadcasters operate in a free market-place envi- 
ronment, we can't expect them to make more tnan token gestures towards a non- 
revenue audience such as preschool children. Even the few laudible attempts which 
commercial broadcasters have made to deliver more than cheap visual bubble gum 
have been blantantly patterned after the formats and successes of public broadcast- 
ing. 

As for higher education, over 1,000 colleges and universities teach credit courses 
provided by public broadcasting. That doesn't include on-campus, closed-circuit 
courses. The recent Annenberg grant to CPB is dramatic affirmation of what a gold 
mine public telecommunications is for higher education, (jrenerous as it is, the ten 
million dollars a year which the grant provides can only serve as the alchemist. 
Further, the Annenberg grant was purposely set up to supplement, not replace, 
GPB's financial commitment to educational programs. As Chairman of CPB's Educa- 
tion Committee and as a member of the newly created Annenberg Project Council, I 
am obviously, particularly interested in the future of educationaQ and instructional 

Erogramming. The seed money which CJPB has already planted in this area has 
ome much fruit. But our continued leadership will require heavy financial commit- 
ments over and above the Annenberg monies. Vital off-air rights, tailoring programs 
for instructional use, developing teachers' guides, exploring more cost-efficient and 
innovative delivery systems— these are just a few of the activities which are crucial, 
but they will loose their momentum, and the taxpayer's investment, if we are 
suddenly faced with drastic cuts. PTV Ill's plan to offer nine different college credit 
courses starting this fall, the regional network programs and other educational 
television consortium initiatives will all feel the blows. I'm almost more worried 
about the flickering tube in the classroom than the subtle fading on the home set. 

HOW BIG A CUT ARE WE REALLY FACING? 

I guess it's pretty obvious that I believe very deeply that public broadcasting has 
been a wise and productive investment of tax dollars. Like every good investment, 
even a small one such as this, it must be periodically evaluated. There is no 
question that we are still in our adolescence — with our share of pimples and 
problems. But like any adolescent, we are far from reaching our full potential. 
We've gotten our drivers' license and even earn a little money after school. But as 
any good parent knows, now is NOT the time to say: "you're on your own, we've 
done our part." That drivers' license might be likened to the satellite interconnec- 
tion which is now in full operation and "getting us around the country". The 
"earning a little money after school" is pretty self-evident. Public broadcasting is 
raising more dollars from the private sector and exploring other funding sources — 
but we are a long way from self supporting! 
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I don't believe rm being overly dramatic when I characterize the proposed fund- 
ing level of S. 720 as far more than a fair percentage of the federal "belt-tightening" 
to which I referred earlier. A 10 percent to 20 percent belt-tightening would indicate 
a fairly strict diet. This seems to be the reduction range which the majority of 
programs which continue to have any federal support are expected to bear. Lean 
and hungry years, yes but not emaciated. 

Since the actual appropriation level for CPB has consistently been substantially 
less than authorized, it is most realistic to compare the $220 million current author- 
ization level to the $110 million proposed. That represents a 50-percent cut in 1984 
alone! That doesn't even count the almost certain loss of over $45 million in other 
Federal dollars which have directly supported public broadcasting thru the Depart- 
ments of Education, CJommerce, the Endowments and others. Nor does that take 
into account the indirect losses at the station licensee level which at minimum will 
be felt by the two-thirds of the stations which are licensed to schools and colleges. I 
won't even attempt to calculate the inflation factor of 1984 dollars in an industry 
which has been hit with even more force than most. 

We are being asked to go far beyond a good faith willingness to take our reason- 
able share of the burden. The scare tactics of those who refer to the cuts as "death 
blows" are indulging in understandably frightened hyperbole. But make no mistake, 
we are not being "let off easy" in comparison to the Endowments and others. But I 
believe we can and should stand on our own merits. 

I hope I've been able to cover at least a few of these merits which I believe 
warrant your consideration. I will be happy to respond orally, or in separate 
submission for the record, about my views on specific provisions of S.720. 

I would like to conclude my formal comments with a quote from Edward R. 
Murrow which hangs on my office wall in Utah: 

"Television can teach. It can illuminate, yes it can even inspire. But it can do so 
only te the extent that humans are determined to use it to those ends. 

Otherwise it is merely lights and wires in a box." 

Gentlemen, to a considerable degree, that determination is up to you. 

Thank you. 

Senator Pressler. Thank you very much. Now I call upon Mr. 
John Iselin, president, WNET-TV of New York. 

Mr. IsEUN. Thank you, Senator. I represent a community station 
in New York City. We engage both in broadcasting to our tri-State 
area and the creation of productions programs for the system. 
Briefly underscoring the many points of the bill that we find 
commendable, the forward funding, retention of such key premises 
as the NTIA principle of support for facilities which Marty has 
underscored so well. 

I would like to just briefly draw the attention of the committee 
and of the other people interested in public broadcasting to the 
recurring theme that we have heard again and again today. We 
have heard it from Mrs. Dougan, from Mr. Busch, from Mrs. Rocke- 
feller, from Mr. Carley — we've heard it quite honestly not only 
from television but from radio, and that is that there is an emer- 
gent marketplace that we are all parties to in this country. It is a 
system based on mutuality and interaction and it is creating, I 
think, the sort of prospect that Mrs. Dougan and Mrs. Rockefeller 
and others have underscored today: that together we can share the 
best the society has with everyone, and that we are building an 
interactive system that is fruitful, even as it has been substantially 
underfinanced. 

We are confronting, I think we all know, a period of severe 
dislocation if these proposed levels of support are implemented, 
under the best of circumstances. But we are also, I think, deter- 
mined to do our best with that situation, if we can in this bill, 
make sure that certain provisions that may not totally encourage 
the spirit of initiative, that the sponsors so appropriately under- 
score are not carefully examined. 
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So I would draw your attention to three conditions in the bill 
which ought to be reviewed, and they have been hit this morning 
by many of the witnesses. So I don't need to do anything more than 
underscore. 

First off, we believe the matching principle is an important one. 
There isn't a professional fund-raiser whom any of us know who 
doesn't believe that the match provides a valuable stimulus to 
citizens who are interested in participating in the not-for-profit 
sector. At channel 13, we are about to begin our annual art auc- 
tion, involving over 1,000 volunteers. I am convinced many of them 
are there because they believe their work furthers a match. We 
have just completed a very successful on-air fund-raising campaign, 
thanl^ to the mutual support of the system. Again, the prospect of 
a match clearly seems to help stimulate contribution. 

So we urge that the match be retained. 

If the ceUing must be reduced, going to a point that Bob Fleming 
made this morning, let's review the ratio. Citizens, of course, would 
like to have a 1 for 1 match. But above all, I think the match is 
what's important, and the match ought to be relevant to the 
amount of funding available. So let's, as Mr. Fleming suggested 
this morning, review the ratios necessary but not give up the 
match at this time, when it is proving to be so beneficial on so 
many fronts. 

Second, if we are to have this healthy marketplace in which we 
buy and sell programs among ourselves, I think it's important that 
there not be two classes of citizenship within the public broadcast- 
ing community. The proposed cap is perhaps understandable if one 
thinks about the severe needs of smaller stations. 

But I think it overlooks the fact that even larger stations work 
in extremely hard-pressed conditions. The costs we confront in a 
city such as New York or our fellow stations confront in many of 
the larger markets are severe. The inflation rates are tremendous. 
The competition for sources of funds is very great, and we urge 
that there be an elimination of a cap, and the principle of mutual- 
ity that has characterized our system go forward without it. I do 
think the ability to supply programs as well as to pay our fair 
share of the costs of other programs will be severely curtailed. 

Third, we would urge review of the so-called deduction of Federal 
support for those stations reporting unrelated business income. 
That really constitutes a triple jeopardy, because if there is unre- 
lated business income, one must of course pay taxes on it. On top of 
that, one would then have that amount of additional revenues that 
might have been generated for programing deducted from other- 
wise qualified Federal support. So we urge that provision be elimi- 
nated from the bill. 

So to repeat, we think the match is an important principle. We 
think the cap is discriminatory, and inequitable. And we urge that 
the deduction for unrelated income be reviewed. 

Above all, we commend this committee for its emphasis on initia- 
tive. We're confronting a time of great challenge with respectively 
severe dislocations, but if those three provisions could be removed, 
we think we can go forward to do our best to live up to those high 
hopes that Mrs. Etougan has just so eloquently underscored. 

'Thank you. 
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[The statement follows:] 

Statement of John Jay Iselin, President, WNET/Thirteen 

My name is John Jay Iselin. I am the president of WNET/Channel Thirteen, 
licensed to Newark, N.J. and serving the tri-state region of New York/New Jersey/ 
Connecticut. 

As a representative of Channel Thirteen, I am honored to appear before this 
Committee and want to say at the outset how much our station appreciates the 
overall statement for public broadcasting that is embodied in S. 720, "The Public 
Telecommunications Act of 1981." There is much to applaud in the proposed author- 
ization bill. Above all, it incorporates essential features that inspired Federal par- 
ticipation in the nourishment of a noncommercial broadcasting sjrstem in this 
country. It is clean and comprehensive legislation. 

In particular, we commend the retention of the forward-funding principle, the 
affirmation of a national programming role for the Corporation for Public Broad- 
casting and the elimination of a number of costly but nonessential compliance 
requirements. We would stress that forward funding does indeed provide a com- 
mendable degree of insulation from possible political pressure. It also enables the 
station and the system as a whole to plan ahead and to manage scarce resources 
with prudence and efficiency. 

At the same time, we recognize the national call for a reduction in Federal 
expenses at all levels and realize that public broadcasting must be prepared to 
accept a proportion of those cuts. Because the act would take effect in fiscal year 
1984, the system has a brief bridge period to prepare for a radical reduction in 
government assistance. At our station, we have already launched an agonizing cost 
cutting program in anticipation of the need further to diversify sources of annual 
funding. 

Even though S.720 anticipates a transition period before Federal assistance is 
sharply curtailed, we would underscore that proposed reduction is still going to be 
extremely painful. It would eliminate essential Federal assistance that reinforces all 
parts of the cooperative and interactive public broadcasting community. That 
amount cannot possibly be offset by the most diligent outside fund-raising efforts. 
We must, in all fairness, even now anticipate a most serious jolt to public broadcast- 
ing's rising prospects when that dramatic Federal fall off occurs. 

Since WNET/Thirteen has been a major supplier of national programming to its 
sister stations around the country, it must even now prepare to curtail or even 
abandon this production activity. In launching and sustaining national programs 
such as "The MacNeil/Lehrer Report," "Dance In America," "Live from Lincoln 
Center," "Bill Moyers' Journal," "Nonfiction Television," and the forthcoming 
"Playhouse," this station has benefitted from central CPB support. Station partici- 
pation through the Station Program Cooperative, our public television marketplace, 
has also been an essential ingredient. We sell to the other stations and also pur- 
chase from them. Currently, the equivalent of almost half of Thirteen's annual CSG 
revenues go for SPC acquisition from other stations. With Federal funds cut almost 
in half in a single year, this healthy marketplace of program purchases among 
public stations is imperilled. 

Under the circumstances, we temper our support for the overall thrust of the 
proposed legislation by drawing attention to certain troubling and counterproduc- 
tive limitations on fund-raising activity embodied in S. 720. These troubling provi- 
sions would seriously impair any public station's ability to attract alternative re- 
sources to offset Federal reductions. As a result, they could seriously cripple the 
forward progress of public broadcasting. They contradict the stated intent and 
purpose of S. 720, to encourage a fresh spirit of initiative and enterprise in rall3ring 
contributions from the community. 

At Channel Thirteen we have just completed a most successful and encouraging 
appeal to our viewers to support the station. In the same spirit of voluntary 
participation, we are just about to broadcast our annual on-air Art and Antiques 
auction involving over 1,000 volunteers. Both activities lend dramatic emphasis to 
our profound belief in the matching principal as a key stimulus to outside contribu- 
tions and volunteer participation. As written, the bill eliminates the "match." It 
should be underscored that the matching concept has the support of professional 
fund-raisers in all parts of our society. Foundations have long employed a "match." 
Businesses now increasingly match employee contributions. On the Federal level, 
the Endowments have used the concept to help stimulate support for needy institu- 
tions. Accordingly, we strongly recommend that one of the most innovative and 
productive parts of the existing legislation— the matching principal— be retained. 
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It has been arpied that the proposed level of Federal assistance makes the 
latching principal irrelevant. This view fails to recoil ize that the stimulus is 
fTective even when the match is less than one-for-one or even two-for-one. It's the 
lelief that one's dollars or service will trigger some additional Federal support that 
B tHe key stimulus. If there must be a diminution in the level of Federal assistance, 
ve suggest that the matching formula simply be adjusted upward. Above all, we 
irae that the innovative matching concept be included in the new legislation. 

Simultaneously, we urge that any disincentive to active encuragement of outside 
x>ntribution8 be eliminated from S. 720. One such massively counterproductive 
provision is the proposed ceiling on Federal assistance to any single station. The 
suggested "cap" of $1 million could effectively dampen the efforts of stations such as 
our own aggressively to seek matching support from our community. There would 
no longer oe a plausible reason for citizens, corporations and foundations to make 
their money work as a multiplier in attracting Federal funds. 

The proposed ceiling also raises the unwarranted spectre of two classes of citizen- 
ship v^thin the public broadcasting family. It would nave a severe impact on a few 
hard-working and hard-pressed community stations. Inflation rages at an estimated 
20 percent for broadcasting entities in our metropolitan area and yet our revenues 
have not risen in two years. The bill indeed concedes that needs are proportionately 
large in large communities but argues that somehow a few stations in those "maior 
markets'' can contrive to meet them without proportionate Federal assistance. This 
double standard fails to recognize the huge rising costs confronting stations in such 
metropolitan centers as Chicago, Boston, Philadelphia, Los Angeles, San Francisco, 
Washington and New York. It also ignores the extraordinary competition for scarce 
contributions by other cultural and educational institutions, as well as everyday 
citizens in these high density areas. Public broadcasting stations are relative new- 
comers in the intensive efforts by others in the not-for-profit sector to attract 
outside assistance to their own worthy causes. The proposed "cap" accordingly 
discriminates among stations and regions. It contradicts the spirit of mutuality and 
equity that has heretofore charccerized the public broadcasting community. 

Imposition of a ceiling also would jeopardize one of the most successful compo- 
nents of the existing public broadcasting communitv— its equitable and predictable 
distribution mechanism. S. 720 is to be applauded for seeking consistent indices to 
trigger CPB support. In this fashion, stations can accurately anticipate levels of 
Peoeral assistance. Elimination of the "match" and imposition of the "cap" would 
establish a potentially arbitrary device for distributing CfSG funds. It would take the 
place of a well-conceived and universally applauded approach for CSG allocations, 
one that incorporates both a base grant for every station as well as an incentive 
factor. 

As stations such as Channel Thirteen search for fresh funding, they are being 
encouraged to be increasingly innovative and entrepreneurial. We are, in effect, 
being urged to participate in the melee of our society's free-enterprise system and 
thereby to attract additional revenues to public broadcasting. We understand the 
essentiality of locating additional outside resources. We are indeed prepared to 
diversify the financial underpinnings of our station. Still, we recognize tne great 
difficulty and hazard of competing effectively in a commercial environment. Fur- 
thermore, we approach the commercial arena with inherent and encumbering limi- 
tations. Noncommercial stations are hampered by inadequate capital resources and 
uncertain competitive experience. The world of private enterprise is a rough and 
risky one. If we are indeed to diversify to attract additional revenues, we at least 
deserve a fair shot at success. Otherwise, we would be reckless to try to expand our 



The concept of some "trade-ofT' against reduced Federal assistance ought not 
simultaneously impose automatic penalties for entrepreneurial achievement. The 
provision in S. 720 that deducts from a station's Federal assistance an amount 
equivalent to any "unrelated business income" would sul>stantialiy destroy any 
incentive to undertake new ventures. The risks of any new entrepreneurial under- 
taking for a station are exceedingly under any set oi circunihtances. 'I*he al>sence oi 
any prospect to advance financially would diminish or curtail any bpirit of boldness 
in the public broadcasting community We urge that this p<?nally provision be 
replaced with an appropriate device that encourages ent<;rprise. We are certain that 
any such incentive can still effectively segment Federal fundh from any allegation, 
however unfounded, of "unfair* competition by noncommercial stations. 

For all our serious and substantial concern ab^iut th<' disincentives in the pro- 
posed bill, we would again stress that there are many farsighted provisions em- 
bodies in S. 720. For example one key section carries forward facilities assistance 
from NTIA. This provision dew^rves particular endorsement from all parts of the 
public broadcasting community The affirmation of NTIA's continuing role under- 
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scores the importance of capital investments in telecommunications enterprises. 
Without PTFP's ongoing participation, the system's effective delivery mechanism 
could be seriously jeopardized. We also applaud the elimination of the existing 
embargo on editorializing. It is time that public broadcasters be treated as full- 
fledged citizens in the broadcasting community. 

As committed participants in the healthy growth and continued service of public 
broadcasting, we at Thirteen wholeheartedly support the affirmation of enterprise 
and innovation expressed by the Chairman in introducing S. 720. We commit our 
station to seek all possible alternative sources of funding from the private sector. 
We enthusiastically embrace the premise that volunteerism can and should be a 
principal funding source during the decade at hand. 

We do, however, stress the financial dimensions of the task confronting public 
broadcasting. If it is indeed to create and deliver quality programing to the Ameri- 
can people in the decade at hand, it must rally an extraordinary amount of addi- 
tional revenues from unproven outside sources. We approach the 1980's with great 
confidence in our ability to provide programing service of consequence and impor- 
tance. Still, we well know that the financial hurdles facing public broadcasting are 
truly staggering. If we are to continue to serve and grow we shall need all possible 
policy encouragement. We should not be ambiguous on this score. We do, therefore, 
urge that in the interests of diversification and innovation the several noted disin- 
centives be removed from the current bill. 

Thank you for this opportunity to appear before you and comment on S. 720 
which commendably affirms the continued participation of the Federal government 
in fostering a healthy and growing public broadcasting system in our society. We in 
the noncommercial broadcasting sector are confident that with your enlightened 
help we can further advance a valuable and viable public service for the American 
people in the 1980's. 



WNET/Thirteen, 
New York, N. Y., Apnl 23, 1981. 

Hon. Barry Gtoldwater, 

Committee on Commerce, Science and Transportation, 

U.S. Senate, Washington, D.C. 

Dear Senator Gtoldwater: I greatly appreciated the earlier opportunity to 
appear before the Subcommittee on Communications to discuss public broadcasting's 
future as embodied in the proposed legislation, S. 720 

Your letter of April 15th inviting additional information and comment from 
WNET/Thirteen on some of the issues raised at the hearings provides a welcomed 
opportunity to supplement that discussion. 

Question 1. Could you tell us how the funding for WNET breaks down according 
to source? 

Answer 1. Your first inquiry concerns the breakdown by source for WNET/ 
Thirteen's funding. For this fiscal year, the percentages are listed below, and an 
explanation of the revenue categories follows. 

Percentage 

Source: of total 

CPB program grants 6 

Program underwriting and development grants 26 

Station program sales (SPC) 22 

Contributions 26 

Auction 3 

New York State 7 

Community service grant 9 

Unrelated business income 1 

Total 100 

CPB Program Grants are principally grants for specific national programs or 
series from the CPB Program Fund. Progam Underwriting and Development Grants 
are funds from corporations, foundations, and government agencies given to support 
specific programs and projects. Station Program Sales represent monies from other 
public television stations for WNET's programming acquired through public televi- 
sion's major marketplace, the Station Program Cooperative (SPC). A significant 
portion of these funds are derived from station CSG's. Contributions include gifts of 
general discretionary support from the public, foundations and corporations. New 
York State funds represent WNET's portion of a per capita appropriation to non- 
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commercial broadcasting provided bv the New York State legislature. The other 
funding sources listed, I believe, should be self-explanatory. 

WNET/Thirteen is currently in the process of completmg the preliminary budget 
for fiscal year 1981/1982. This initial plan for a $44 million budget, as compared 
with a $51 million budget in fiscal year 1980/1981, forecasts a 15 to 20 percent 
reduction in overall revenues. Program underwriting grants, for example, are pro- 
jected at more than 20 percent below our current level, and Station Program Sales 
are likely to decline as well. Greater competition for corporate and individual 
dollars as well as higher program production and operating costs surely contribute 
to the tighter business climate we can anticipate. Concentrated efforts may indeed 
result in increasing any one or more of these revenue streams but, as you are 
aware, the present environment is not likely to support short term dramatic growth 
from our traditional revenue sources. 

Question 2. Are there alternative means of funding public broadcasting, other 
than direct federal grants, that we could be encouraging in any way, but are not? In 
other words, is there anything that Congress can do short of providing more money 
that would generate more funds for public broadcasting? 

Answer 2. In your second question, you ask about alternative approaches, other 
than providing federal support, the Congress might pursue to generate additional 
funds for public broadcasting. WNET/Thirteen has long sought to develop new 
funding sources as it strengthens it current funding support. The March member- 
ship drive at WNET, and indeed at other stations throughout the public television 
system, was very successful and we are encouraged that the public's support contin- 
ues to grow. New corporate under writing sources are assiduously sought, but 
realistically, we cannot in the short term be expected to look to the corporate 
community to cover the cost of inflation and to replace the deficit left by a signifi- 
cant reduction in federal revenues. 

Advertisements on public television however have been cited as a potential ap- 
proach for obtaining new funds for public television. We strongly welcome the 
opportunity to explore that avenue, as it appears to be a distinct, identifiable 
approach that could yield funds. In that regard I would hope that Congress shares 
this belief and introduces the concept of limited advertising in the new legislation. 

Financial prospects from advertising for WNET and for the S5rstem as a whole are 
far from clear, and the risk of increased production costs and diminished member- 
^p contributions as a result of advertising are among the many questions that 
require careful study. The possibility, however, should be evaluated. 
^Question S. Will your reduced production capability be offset dollars available to 
ere and other public telecommunications entities to contact with WNET for nation- 
al program production? 

Answer 3. Your third question suggests that by reducing WNET/Thirteen's pro- 
duction capability through imposition of a $1 million cap on WNET's Community 
Service Grant (CSG), other funds would be freed within the system to "contract 
with WNET for national productions. But a reduction in this station's funds, cou- 
pled with substantially decreased levels of federal appropriations, in fact, would 
plac» such restraints on the support for national productions through CPB or other 
public television entities could not make up the difference. Reduced national pro- 
ductions from WNET and other major producing stations would be the ultimate 
consequence. 

As you are aware, many public television stations use part of their federal grant 
to support national productions offered in the SPC. These aggregated funds are 
essential to the marketplace but they do not cover the full production costs of 
national programming. Producing stations, such as WNET/Thirteen, often make up 
the difference. Reduced appropriations for CSG's, the absence of a matching incen- 
tive for private contributions and imposition of a cap on funds stations can receive 
will diminish the buying power of the system and overall station production funds. 
CPE's Program Grants, while extremely valuable, would represent a still smaller 
share of the ever-increasing production costs. 

As a major national program producer, WNET/Thirteen receives a greater 
amount of the federal funds but more importantly, it also puts back into the system 
a greater share of the costs and of the programming. Distributing to other public 
television entities, including CPB, these funds obtained by capping CSC's simply will 
not make up the shortfall left by a significantly lower level of appropriation. 

I would aLso like to point out that the drastic budget reductions, proposed in 
S. 720, are not equitibly distributed throughout the system but place a disproportion- 
ate burden on the television and radio stations. This pattern therefore only serves to 
make it more difficult to support adequately the costs of national productions. 

Question 4- How would you alter the "unrelated business income" language in 
S. 720, giving due deference to our concern about Federal subsidy of competition? 
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Answer 4. To the limited extent that WNET/Thirteen has explored "unrelated 
business" ventures, it has utilized separate corporate entities and segregated cost 
centers to do so. If and when these activities are profitable, we are required to pay 
federal corporate income taxes like any other commercial operation. Any subse- 
quent reduction in a station's CSG, based upon unrelated business income, simply 
taxes the station again— at a 100% rate, as a consequence, the ultimate cost d 
doing business for a public television station would be substantially greater than for 
any of its commercial counterparts. We believe that this provision would lead to a 
result contrary to the stated Congressional purpose of encouraging activity aimed at 
financial self-sufficiency by public television stations. 

WNET/Thirteen supports the proposition that no federal funds for nonprofit 
operations should be applied to an unrelated business venture, a proposition which 
WNET/Thirteen has followed in its own dealings. Since adequate safeguards should, 
and do not provide that federal dollars are not subsidizing any such activities, a 
reaffirmation of this principle would reasonably address Congressional concerns. 

Question 5. I recognize that increased costs and competition are relevant factors 
in determining "need," but hasn't your fundraising performance in recent years 
ably demonstrated that your station, and others like it, have tremendous resources 
available to them? 

Answer 5. WNET/Thirteen is proud of its fundraising performance, particularly 
member support which reflects the confirmation of public television's service to ite 
viewers. But member dollars cannot be expected to cover the deficit left by a 
substantial withdrawal of federal monies. 

WNET/Thirteen, in particular, is in one of the most competitive fundraising 
environments. Large institutions such as the Metropolitcm Opera, Lincoln Center 
and the Metropolitan Museum of Art, to name but a few, as well as hundreds of 
small arts and related organizations provide keen competition for private and 
corporate funds. This competition will intensify greatly in the next few years as 
many federal programs which support the arts- are scaled down or eliminated. While 
our on-air fund drives have been highly successful, public contributions account for 
only a quarter of our budget. We continue to enjoy healthy growth in this area, but 
we are barely able to maintain pace with inflation and the cost of raising money 
has risen correspondingly. 

Indeed, the reduction in federal funds could well affect our ability to raise money 
from our viewers if fewer dollars for program production are available. A diminu- 
tion in the amount and quality of programming could in turn cause a diminution in 
our audience and the level of contributions we secure from the viewers. 

On this point, I refer you to an attached letter I recently received from Rob ert 
Ellis, General Manager of KAET in Tempe, Arizona. Mr. Ellis thanks WNET for 
three WNET programs which in large part helped KAET reach its fundraising 
goals. Two of these programs were underwritten by WNET and other public televi- 
sion stations. 

Continued production of these, and so many other quality programs, drives our 
fundraising. Precipitous withdrawal of federal support would jeopardize production 
of these programs and our fundraising base. 

Question 6. How will the system make up for the reduced Federal dollar? I realize 
that today, these figures look bleak — grim, but 3 years from now, you may have 
another world about you in terms of support, money-making enterprises, and maybe 
advertising. What are the prospects for making up the difference? 

Answer 6. Lastly, you inquire about the system's ability to make up the reduc- 
tions in federal support over the long term. 

WNET/Thirteen has redirected its overall marketing efforts to include identifying 
new sources of funds from revenue-generating enterprises. It is our hope and indeed 
it is a necessity that these efforts continue. 

Several important points, however, need to be stressed here. The commercial 
world involves risk. Many new businesses fail and many sustain operating losses in 
the first few years. Public television stations, whether large or small, do not have 
the substantial capital resources required to invest in many television related 
businesses. Much of the competition in this field, including the commercial net- 
works and other telecommunications corporations, are able to invest tens of millions 
of dollars in such ventures and are able to sustain losses without jeopardizing their 
activities. 

WNET/Thirteen is for the present, therefore, restricted in being able to move 
aggressively into the commercial arena. With sufficient time and sound entrepre- 
neurial judgment, WNET/Thirteen will develop additional revenue sources in a few 
areas. It is unlikely, however, that in five years the income generated from commer- 
cial activities would exceed three percent of our total budget. 



Digitized by 



Google 



89 

As a final note: public broadcasting, like the arts, generates additional business 
and employment income. It is a sound economic investment for federal funds. We 
urge that the new l^islation not handicap public broadcasting's economic prospects 
m the near term thereby jeopardizing its long term prospects for greater self- 
sufficiency. 

Thank you again for providing the opportunity to expand on these important 
issues. Your own participation in these deliberations is gratifying and if I can 
provide additional comment or assistance, please let me know. 
Sincerely, 

John Jay Iseun, President. 



KAET Channel 8, 
Arizona State University, 
Tempe, Ariz., March 21 1981. 

Bdr. John J. Iseun, 
WNET-TV, 
New York, N.Y. 

Dear Jay: We reached our fundraising goal last night for Festival 1981, thanks in 
great part to three programs— "Gala of Stars," ''50's Moments to Remember," and 
Tjive From Lincoln Center." 
Such a treat! 
Cordially, 

Robert H. Ellis, General Manager. 

Senator Pressler. Thank you. 

Next, I shall call on Mr. Pluria Marshall, chairman. National 
Black Media Coalition. 

Mr. Marshall. Thank you. Senator. I will ask that my statement 
be included in the record, and I will try to summarize it briefly. 

The national Black Media Coalition recognizes that all federally 
supported programs must share the burden of budget cutting, and 
puDlic broadcasting is no exception. 

Because of the importance of public brodcasting as a supplement 
to the marketplace, meeting needs the marketplace cannot fill, it 
should not be cut more than $20 to $25 million. Reliance on mar- 
ketplace forces to provide diversity in programing is much easier to 
defend if we have a strong public broadcasting establishment. 

Elxamples of how public broadcasting can meet minority needs 
unmet by commercial stations are given in the testimony. We also 
document the disappointing record of public broadcasting in minor- 
ity programing and equal emplo)mnient opportunity. 

In spite of this rather dismal record, NBMC does not favor 
punishing CPB with a cut in its budget. Where budgets are cut, 
minority programs and personnel are often the first to go. 

To assure responsiveness to minorities, NBMC favors strong con- 
gressional oversight and retention of the station advisory commit- 
tees. NBMC also urges preservation of CPB's research and job 
training programs, which have been particularly useful and cost 
effective. 

The subcommittee should make it clear to CPB that where cuts 
are made, minority programs, personnel, and administrative offices 
are not to be disproportionately victimized in the budget cutting 
process. 

I guess the other real serious concern, Senator, that we have is 
that we own so few public broadcasting facilities. There is a single 
black-owned station, public television station here in Washington. 
There are less than 10 CPB qualified radio stations in the whole 
country. 
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And I would like to especially offer support to the public facili- 
ties program over at NTIA, because for the first time as a result of 
the 1978 Public Telecommunications Act, we are beginning; to get 
some moneys, to get some real stations on the air, mainly radio 
stations. And I think it would be a shame to cut the very areas 
where we have finally begun to get through the door. 

I would also like to make clear that through whatever efforts to 
reorganize, that we are not thrown to PBS, which has been much 
less supportive of minority and women concerns. 

I think it is interesting listening to everybody talking about how 
badly the Federal moneys are needed todav, yet many of these 
same people are so reluctant to accept the title 7 Federal laws, that 
we think ought to go with it. We think that the affirmative action 
efforts at the Corporation ought to be kept in place and inaproved. 

I don't know who can get some clarity out of what HHS is 
supposed to do, if they are going to do anything about the monitor- 
ing and enforcement of the EEO provisions, because they haven't 
shown any willingness in 2 years to even come out with language 
that says what they are going to do. 

So, we really would like to see if the subcommittee C£Ui get them 
off the dime on that. 

Iguess that concludes my remarks, Mr. Chairman. Thank you. 

[The statement follows:] 

Statement of Pluria W. Marshall, Chairman, National Black Media 

Ck)AUTION 

Senator Goldwater, Honorable Members of the Subcommittee, Ladies and Gentle- 
men: 

I appreciate this opportunity to appear before you to present the views of the 
National Black Media Coalition on bill S. 720. 

This is a year of belt-tightening. Public broadcasting, like other programs receiv- 
ing federal support, must accept some reductions in fundine. Nevertheless, we hope 
the Subcommittee will reconsider the provision in S. 720 reducing annual CrB 
appropriations from the current $162 million level to $100 million in 1984. Since 
there is very little "fat" in the CPB budget now, such cuts appear a bit harsh to us. 
We could accept a cut parallel to those in other federal programs — perhaps on the 
order of $20 to $25 million below current appropriations levels. 

Public broadcasting appropriations cannot be viewed in isolation from the trend 
toward greater reliance on marketplace forces to provide for diversity in TV and 
radio program offerings. It is much easier to defena reliance on marketplace forces 
if we continue to have a strong public broadcasting establishment to fill in the gape 
in service which the marketplace cannot fill. 

The marketplace can do a great deal for pro-am diversity. It cannot do every- 
thing. Three brief examples wUl illustrate my point: 

In Warrenton, North Carolina, an isolated rural town of about 4,000 whose 
population is about half Black, the only station carried only country-western music. 
Concerned Black teachers, tradesmen, small businessmen and churchmen got to- 
gether and literallv built a public radio station by hand from the ground up. That 
station, WVSP-FM, carries local news, a program produced by high school students, 
and some NPR material. It survives because of the volunteered Tabor of the entire 
Black population of Warrenton, plus a boost from the government. 

In Washington, D.C., WETA-TV, until 1979, carried only one program focusing on 
the non-governmental sector of the Washington community. That program was a 
half-hour show about antiques. There was no local service for minorities or the poor. 
Now there is such service, but it's not on WETA-TV. Last December, Homrd 
University put WHMM-TV on the air as the only Black-owned public television 
station. You can watch it every afternoon and evening on Channel 82, and I urge 
you to do so when you get home this evening. I'm sure you'll agree that the service 
it provides deserves the federal contribution which makes it possible for the station 
to operate. 

In New York City, the jazz capital of the world, the only commercial jan station, 
then called WRVR-FM, suddenly and without warning switched format to country 



Digitized by 



Google 



91 

and western. Tlie corp or ate owner, Viacom, never claimed that it lost money with 

feonly Uiat it could make more money with C&W. Although 100.000 signatures 
been obtained on petitions urging the return of jazz to WRVR, some relief, at 
least temporarily, has been had because of the willingness of a noncommercial FM 
Station to pick up ¥^VR s old format. 

There is another side to public broadcasting about which a word must be said— I 
am talking about it backward side. Public broadcasters sometimes seem to feel that 
sinoe minorities cannot afford to be philanthropic toward public broadcasting, they 
need not program to meet our needs. Fewer than 30^ of public TV stations carr>' 
minority shows even when PBS feeds the shows. Furthermore, the EEO record of 
public broadcasting lags far behind that of commercial broadcasting. The fact that 
there is no Black general manager of a public TV station (except at Howard 
University) is particularly troubling. In 1978, over half of the managers in public 
TV had never held management-level posts in broadcasting before being appointed 
to their positions. Public TV stations have taken chances on other folk but not on 
us. 

In spite of the fact that the resposiveness of public broadcasting to minorities 
since the 1978 Telecommunications Act has been minute at best, we part company 
with those who claim that public broadcasting should be punished for its poor 
record with a cut in its budget. 

We know that when budgets are out, minority programs and personnel often will 
be among the first to go. We don't want to lose what little we have. In this regard, 
we believe it is particularly important to preserve the research programs and job 
training programs administered by CPB. Research into minority listening and view- 
ing patterns goes a long way toward increasing the effectiveness of public broadcast- 
ing programming toward serving minority needs, and toward increasing minority 
community support for public broadcasting. The job training programs are a model 
of cost effectiveness. Nearly all trainees complete their training, and most former 
trainees continue to work in the industry. 

Minority concerns can best be addre^ed in two ways: strong congressional over- 
si^t, and retention of the station advisory committees through which we have had 
our best opportunity to impact on the responsiveness of local stations. These com- 
mittees cost next to nothing, but do much to generate involvement of minorities in 
public broadcasting. They should be continued. 

We place our trust in this Subcommittee to insure that where cuts are made, CPB 
will understand that Congress does not intend for minority personnel, programs, or 
administrative offices to be disproportionately victimized by such cuts. We must not 
be "the last served and the first unserved." 

Senator Pressler. Thank you, very much. 

I will next call on Mr. Tom Thomas, president, National Feder- 
ation of Community Broadcasters, Washington, D.C. 

Mr. Thomas. Thank you, Mr. Chairman. I am here this morning 
representing some 56 community-licensed public radio stations who 
are the members of NFCB and our 90 associated university stations 
and independent radio production groups. 

I have a written statement for the record, if that could be en- 
tered. I have jotted down a few notes on a couple of key points to 
bring out here at the end. 

For starters, we believe that the taxpayers who support public 
broadcasting should be able to listen to it and, as has been ob- 
served this morning, some 30 percent of the American people still 
cannot listen to what we, in public radio, have to offer. 

And that is one of the reasons that NFCB strongly supports S. 
720's reauthorization of the public telecommunications facilities 
program. 

Picking up on the point that Mr. Marshall made, NFCB has 
worked closely with groups starting rural stations and minority- 
controlled stations, two of the constituencies that have often been 
left out of our Nation's media. And for these communities Federal 
support of facilities construction is likely to be the only way to a 
voice on the air. 
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One final point on this score, every sign has indicated that our 
stations are going to need to shoulder more of the burden for their 
financial support in the future. And to do so, our studies consist- 
ently indicate that adequate facilities are one of the key ingredi- 
ents laying the foundation for the kinds of programing that will 
generate the local support we want and need. 

The second issue Id like to touch on is funding of national 
programing. 

Nationally produced programing is an essential part of public 
radio's service. Now, one would expect to hear that from National 
Public Radio, of course, since they are largely dependent on getting 
Federal support for national programing ana they're radio's princi- 
pal recipient. 

But NFCB, which has never received and does not plan to seek 
program dollars from the Corporation for Public Broaacasting, em- 
phasizes the exact same point. That an effective national prc^am 
service forms a core schedule for many stations, and that direct 
national funding is the most efficient way to get it. 

The one thing that should be changed in this area of the bill, is 
that there should be some language directing funding toward inde- 
pendent producers. The 1978 act had an important provision in this 
regard, and we think it should be continued in the current legisla- 
tion. 

The third and last issue TU take up is the availability of publicly 
funded programs. As you know the Corporation for Public Broad- 
casting provides its community service grants to only about 20 
percent of noncommercial radio stations. That's an acceptable, if 
not wholly desirable state of affairs. Given the limited dollars that 
CPB has, and given what we see in the future, it is certainly a 
condition that is likely to continue. 

But, unfortunately, similar kinds of restrictions have evolved 
with respect to the use of programs that CPB funds, where the 
restrictions don't make any sense at all. 

National Public Radio has most of its programs paid for in whole 
or substantial part by Federal funds from CPB. It can then restrict 
those programs to its members, or force nonmembers to pay for 
them, while their members are getting them for free. 

It seems that when public funds pay for a program, we should 
make every effort to assure that as many listeners as possible get 
to hear them, especially in areas where they are totally unavail- 
able now, and where stations are willing to carry them. I think 
that means that all public stations should have equal use of public- 
funded material for a charge, if all are paying that charge, and for 
free if they are being made available for free. That's the best way 
to get the most mileage from our investment in national program- 
ing, and I hope it would be included in the current legislation. 

Thank you, Mr. Chairman. 

[The statement follows:] 

Statement of Thomas J. Thomas, President, National Federation of 
Community Broadcasters 

Mr. Chairman and members of the subcommittee, I appreciate the opportunity to 
be here. For the record, NFCB speaks for 56 of public radio's independently licensed, 
community based projects, as well as some 90 associated university public stations 
and most of the major independent radio production groups. 
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Our member stations represent a somewhat broader range than those of National 
Public Radio. NFX^ represents some of the oldest and best established public radio 
stations, but we also include a number of groups still in the process of building their 
stations. The nugority of our on-air members receive annual Community Service 
Gremts from the Corporation for Public Broadcasting, but several are still outside 
the federally-supported system. There is some overlap in membership between 
NFCB and NPR. but the NFXTB also represents a number of CPB-supported public 
radio stations which are only represented by NFXUB. Fifteen percent of NFXIJB's 
members are minority-controlled. 

I have drawn these distinctions of our constituency in some detail because who we 
represent, quite naturally, affects what we have to say about S. 720. It is important 
to remain mindful of the growing diversity within public radio. 

PRESERVING THE BASIC STRUCTURE OF PUBUC BROADCASTING 

S. 720 would preserve many of the basic structural arrangements of public broad- 
casting set forth under current legislation. NFX3 was, in general, a strong support- 
er of the 1978 Public Telecommunications Financing Act and we are heartened to 
fmd that this bill implicitly endorses key provisions that NFCB has worked for over 
the past several years. Let me review those key elements. 

S. 720 assures continued advanced funding for public broadcasting. Much as been 
said in recent weeks about the importence of this mechanism for preserving the 
integrity and independence of our public radio and public television systems. NFCB 
believes, together with virtually all our colleagues, that this approach to federal 
funding is crucial. 

Under this bill, the Corporation for Public Broadcasting, a non-federal, non-profit, 
organization remains the vehicle for disbursement of federal funds to the field. This 
arrangement is a needed complement to the advanced funding approach to round 
out the insulation of public broadcasting from inappropriate political intrusion. At 
the same time, CPB provides an equally essential assurance of public accountebility 
where public funds are being spent. 

S. 720 provides continued funding for the Public Telecommunications Facilities 
Program. Because this program has received relatively little attention in the recent 
months of debate on public broadcasting, I want to emphasize several points about 
its importance to public radio. 

First, over 30 percent of the American people still cannot receive public radio. 
Basic fairness says that a reasonable effort should be made to provide them the 
service their tax dollars help pay for. Moreover, extending the reach of public 
radio — thus building a larger national audience — will increase the efficiency of each 
federal dollar spent on national programs and will help attract more dollars from 
non-federal sources. 

Second, in these times of austerity, stations will need to raise more support 
locally. Our studies have consistently shown that adequate facilities are a key 
determinant of the quality of local service — a factor that translates directly to the 
quantity of local support. Some have argued that stations would continue to be built 
without this federal investment. But the record shows that too often such stotions 
have been crippled projects, caught in a vicious cycle where an inadequate founda- 
tion of technical apparatus impairs the ability to develop a service that would, in 
turn, generate the non-federal support we want and need. 

Finally, capitel formation is very difficult for non-profit organizations, it is espe- 
cially hard in rural communities, in minority communities, for the very constituen- 
cies which traditionally have been short-changed by our communications system. 
The Public Telecommunications Facilities Program is likely to be the only way 
many of these groups will achieve a significant voie on the public radio spectrum. 

The long-standing commitment to provide stations with a basic annual support 
grant is included in S. 720. A legislatively mandated pass-through of funds, at a 
minimum of 50 percent of the federal investment, will assure that this fundamental 
aspect of federal support for public broadcasting is preserved at a time when the 
competition for reduced funds will be intense. Especially in public radio, where so 
much of a stotion's service originates at the local level, the impact of this contribu- 
tion to each station's local budget and its reflection in responsive service cannot be 
overemphasized. 

The investment in local support has been carefullv balanced in this bill with a 
commitment to funding for national programming. The award winning public pro- 
grams of public radio have, for many stotions, provided a core schedule ofexception- 
al quality. The news and public affairs efforts of National Public Radio, in particu- 
lar, allow public radio stations throughout the country to offer their listeners a 
service these stotions clearly could not muster on their own. 
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The public broadcasting system has a clear responsibility to provide employment 
and training opportunities for women and minorities. NFCB notes that S. 720 not 
only maintains CPB's authorization for initiatives in this area, but makes the 
obligation to do so even more explicit. In times of budget cutbacks, the commitment 
to training and increased participation for women and minorities could easily fall 
by the wayside. NFCB believes that this cannot be allowed to happen and we 
strongly endorse the training provision of this bill. 

Finally, S. 720 maintains the requirement for fair and reasonable access to the 
space satellite communications facilities of public broadcasting. These facilities were 
bought and paid for with a significant investment of public funds. It is only right 
that the facilities be used to the benefit of all public telecommunications entities. 

NEW APPROACHES SUPPORTED BY NFCB 

There are few bills on the books that cannot stand some improvement — and 
public broadcasting legislation is no exception. S. 720 takes the opportunity of new 
authorizing legislation to make some needed changes in our legislative mandate 
which NFCB supports. 

S. 720 removes the so-called "system match" by which the federal appropriation 
for public broadcasting is keyed to the non-federal financial support generated by 
public radio and television. As Senator Gold water noted in introducing this bill, the 
capacity of public broadcasting to generate local support has outstripped the willing- 
ness and ability of the federal government to provide an equivalent investment. For 
most of the years of public broadcasting's history, the matching concept has pro- 
vided, at best, but a rough guide to federal appropriations. In view of likely levels of 
support for public broadcasting in fiscal years 1984-86, the match principle would be 
a sham. Moreover, NFCB believes the matching concept has clouded the central 
issue: What level of funding is needed for an effective public broadcasting system 
and how do such needs square with public resources? 

Some have argued that the matching principle is a useful tool for raising local 
support. While community stations have not found this to be generally the case, it 
may hold true for some. Our view, however, is that the true "leverage" of a 
matching grant is with respect to a station's own funding, to which the "system 
match" bears only a distant relationship. CPB has in the past, and barring legisla- 
tion to the contrary, can in the future, use matching principles in determining 
individual station and program grants. 

Lastly, the matching principle brings with it unnecessary costs associated with 
the accounting for and certification of non-federal financial support. 

NFCB supports a ceiling on the amount of tax dollars going to any one station. 
The proposed million dollar cap on annual station grants is appropriate, but it is 
obviously designed to address the situation for television. NFCB believes a similar 
ceiling should be designated for public radio and suggests that $150,000 would be 
appropriate. 

This bill eliminates CPB's responsibility for interconnection service. At a general 
level, NFCB supports this change. We believe that the present subsidy of intercon- 
nection costs leads to a distortion of the marketplace forces which would otherwise 
help rationalize station's choices of the most appropriate distribution technologies 
and approaches. 

We are concerned, however, that in the conversion to a satellite-based intercon- 
nection as the primary distribution mode for public broadcasting, that the capital 
requirements for use of the system place a heavy burden on new stations. NFCB 
thinks there should be a continuing federal commitment to supporting the construc- 
tion aspect of interconnection, as was done for all those stations now using the 
satellite system. This is another argument for maintenance of the Facilities Pro- 
gram. 

NFCB supports S. 720's clarification of monitoring and enforcement responsibil- 
ities concerning equal employment opportunity. Effective action in this area re- 
quires a clear understanding of who is responsible for doing what and this bill helps 
in that regard. 

PROVISIONS OF S. 720 WHICH SHOULD BE CHANGED 

NFCB is pleased at the long list of provisions in this proposed legislation which 
we have been able to endorse. There are, however, several areas in which we would 
strongly urge the Subcommittee to make changes. 

We cannot avoid turning first to the funding levels proposed. The diversity of 
public broadcasting's funding base, in which federal, state and local governments, 
foundations, businesses and thousands of listeners and viewers share the costs, 
makes it difficult to track with certainty the effect of changes in the federal 
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appropriation. The extent to which other revenues might compensate for a declining 
federal share is unknown. NFCB strongly believes, however, that for public radio, 
the foreseeable future holds scant promise that a reduction in federal funds will be 
offiset by funds from other sources. The result of budget cuts of the magnitude called 
for by S. 720 will, therefore, be an absolute reduction in funds available for public 
radio services. S. 720 thus heralds an era in which public radio will be able to do 
less for the American people. 

In that context, most of our reservations about S. 720 are in regard to areas in 
which NFCB believes the bill fails to afford public broadcasting the flexibility and 
the efficiency needed to make the most of each available dollar. 

This legislation calls for stations' annual grants to be used exclusively for the 
production and acquisition of programming. While NFCB supports the intent of this 
provision to emphasize programming, we believe it is the wrong mechanism. It is 
important for stations to have the flexibility and local control to make the most 
effective use of their available resources. Most radio stations use CPB grants for 
program-related expenses in any event, but in the exceptional situations where 
program requirements are met adequately from other sources, the propc^ed restric- 
tion would introduce inefficiencies in local budgeting. 

Restrictions on the use of annual station grants would also incur unnecessary 
monitoring and enforcement costs on the svstem. 

NFCB recommends that "pass-through' station grants remain essentially unre- 
stricted revenue which stations may use to meet local needs as they see them. 

NFCB was surprised to find the penalty which S. 720 exacts from those stations 
which generate revenue through subsidiary activities. This provision by which any 
income from non-related activities would be deducted from a station's CPB grant 
creates a thoroughly inappropriate disincentive. Public broadcasters are travelling 
difficult terrain as they seek methods to find new revenue while not subverting the 
quality and focus of their public service mission. For at least some stations, aug- 
menting finances through "non-related" projects is far preferable to a slow creep 
toward commercialization of their airwaves or substantial increases in on-air fund- 
raising. 

There are two changes made in S. 720 that NFCB will address briefly. The 1978 
Act called for CPB to provide a share of its program funding to independent 
producers. That language would be removed in the proposed bill. NFCB believes 
that the growing community of independent producers in public radio play a key 
role in the diversity and quality of programming available over public radio stations 
today. Reduced funds will place a terrible squeeze on these independents, who are 
also dramatically affected by reduced funds elsewhere in the federal budget. NFCB 
strongly encourages the Subcommittee to restore the mandate for funding this 
important segment of our industry's creative community. 

S. 720 also removes the ban on editorializing for public stations which do not 
receive federal funds. Our complaint here is that the bill does not go far enough. 
The distinction between public stations which receive or do not receive federal funds 
is a false one. Further, the ban on editorializing in general has, in the past, had a 
chilling effect on the willingness of public radio stations to allow any strongly stated 
views to be expressed on their airwaves. The ban on editorializing should be lifted 
across the board and all public stations should be freed to exercise their full First 
Amendment rights. 

Finally, there is a major omission in this bill— and in all previous legislation for 
public broadcasting — regarding the availability of publicly-financed programs to the 
American people. 

As we have already noted, NFCB supports using a significant share of the federal 
investment in public broadcasting for the financing of national programming. We 
strongly believe, however, that once public funds have paid for all, or a significant 
portion of such programs, that these materials should be made available to all 
public telecommunications entities on an equal basis. As matters stand now, even 
when public funds have paid the full cost of radio program production, the resulting 
programs are often unavailable to stations who would gladly use them. 

To be specific, the major portion of National Public Radio's program budget is 
paid with federal funds, through an annual grant from CPB. NPR's programs, 
however, are sometimes restricted to use only by NPR members. More often, they 
are made available to other stations, but at charges that have no relationship to 
whether or not the costs of production have been paid or not. Among those stations 
who are either denied access to or required to pay for these publicly-funded pro- 
grams are a growing number of stations which are supported by CPB and otherwise 
recognized as fully-qualified public radio stations. In short, unless a station is both 
eligible to join NPR and willing to pay a dues assessment for representation and 
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services by NPR, that station is denied access to or required to pay program-by- 
program charges for materials already funded with public money. 

NFCB would recommend that Congress adopt language regarding publicly-fimded 
programs which parallels the provisions concerning access to the publicly-funded 
satellite system. This will maintain the right of National Public Radio and other 
producers to make any reasonable charge for programming, but will assure that all 
public stations bear such charges on an equal basis. 



National Federation of Community Broadcasters, 

Washington, D.C., Apnl 23, 1981. 

Senator Barry Goldwater, 

Subcommittee on Communications, Committee on Commerce, Science and Transporta- 
tion, U.S. Senate, Washington, D.C 

Dear Senator Gtoldwater: I appreciated the opportunity to appear before the 
Subcommittee on Communications to discuss S. 720, the Public Telecommunications 
Act of 1981. 

The following are my responses to the questions forwarded with your letter of 
April 15th. 

Question 1. You have proposed a ceiling for anual grants to radio stations of 
$150,000. Can you tell us how many stations receive annual funding from CPB in 
excess of $150,000 today? 

Answer. According to figures supplied to me by the Corporation for Public Broad- 
casting, there are currently 13 public radio stations which receive annucd Communi- 
ty Service Grants in excess of $150,000, four of which receive grants of over 
$200,000. 

This number could rise if local income, upon which the Community Service 
Grants are based, continues to grow. Conversely, it would decline if the total funds 
available for radio grants were to be substantially reduced. 

Question 2. In your view, are the funding levels proposed for the facilities pro- 
gram ($16 million in 1982; $11 million in 1983; and $7 million in 1984) enough to 
complete the national public radio network if most of the funds are directed toward 
radio? 

Answer. NFCB has worked closely with the National Telecommunications and 
Information Administration, National Public Radio and the Corporation for Public 
Broadcasting to develop estimates of the investment that will be required to deliver 
public radio services to Americans who do not now receive service. 

I believe that the consensus view which has emerged from this work is that by the 
mid-point of the decade it will be possible to reach about 80 percent of all Ameri- 
cans with a total investment in facilities to some $50 million. If the federal govern- 
ment maintains its 75 percent contribution to new construction costs, that would 
require a federal allocation of some $37.5 million— about $3.5 million more than tiie 
funding now proposed in S. 720 for fiscal year 1982, 1983 and 1984 for all purposes. 

To extend public radio's reach still further, toward what is most likely a practical 
limit of about 90-95 percent coverage, will require more funds and more time. In 
many areas of the country that do not now have service, the completion of organiza- 
tional development, planning, local fundraising, licensing and other tasks associated 
with station building will not be completed until toward the end of the decade. 

It is important to emphasize, however, that this analysis is based upon a strategy 
of extending service solely through the construction of new facilities. As I noted in 
may prepared statment, it is also possible to reach more Americans with public 
radio by making programs more widely available to existing stations that are not 
considered part of the "natural public radio network." That is why NFCB has 
recommended that Congress require all programs financed with public funds to be 
equally available to all public stations. 

Thank you for this opportunity to make additional comments. 
Sincerely, 

Thomas J. Thomas, President 

Senator Pressler. Thank you very much. And I thank the panel 
for taking their time and making their statements. 

I have a number of questions here, some of which have been 
prepared by staff and I am going to go through them for the 
record. 

Should the committee consider amending S. 720 specifically to 
address acceptable fundraising, or entrepreneurial schemes such as 
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on-air institutional advertising, or are these matters best left to the 
FCC, the licensing authority? 

Mr. IsEUN. Senator, in responding with as much a personal view 
88 a view on behalf of everyone else, because I think this is an area 
that, frankly arouses a great deal of debate within our family; I 
think, spealung as a community station, that ultimately we should 
commend Senator Goldwater and others who have urged that the 
restrictions on advertising be systematically reviewed. 

In the last analysis, it is going to be very important that we 
focus on the quality of our programs. And that the quality of those 
programs be retained, and that we work out techniques at the 
same time to attract as much support from the private sector as 
possible. 

Turning it around another way, we could say that if we are 
encouraging public broadcasting to adapt an entrepreneurial mode 
to take extra initiative, then there should be adequate access to the 
marketplace, or else we will simply not have the ability under any 
set of circumstances, to offset the really gigantic offset in Federal 
funds. 

How that should be determined I think is a matter for both this 
committee and the FCC and the community to work at. But I 
would uiTge that this question of advertising be constructively and 
systematically reviewed in the spirit that Senator Goldwater has 
suggested to the FCC, and that it not be considered to be totally 
inappropriate. 

Mr. BuscH. Mr. Chairman, I would have to say 1 have some 
trouble with* advertising philosophically speaking. I think any kind 
of advertising that would be brought to public broadcasting would 
tend to injure it from its original intent, to be a public service kind 
of broadcasting entity. 

Second, I can tell you for sure, as you perhaps, know from our 
own State, the commercial broadcasters, as it is, are watching our 
enterprise like a hawk, even as it concerns underwriting. We are 
prohibited, really, currently, from underwriting any national pro- 
grams — local programs, yes, but not national programs. 

I think it would be injurious to us and to many to bring that into 
the picture. 

Mr. Mankiewicz. Senator, there is no support that I know of of 
any kind within the public radio system for going to commercials. 
Indeed, there is a considerable feeling that while we would like to 
see this legislation, as I said in my testimony, permit as much 
entrepreneurial activity on the part of the stations as possible 
without restrictions, particularly without thereby jeopardizing the 
community service grant, that that specifically not include on-air 
commercials. 

Our feeling is a noncommercial system is by definition a noncom- 
mercial system. We think we probably would lose funds net if we 
took commercials because of the subscription income from listeners 
that would thereby be lost. 

And, in addition we feel that it would needlessly create friction 
with the commercial broadcasting system, which public broadcast- 
ing was specifically designed to avoid. We don't want rate cards, we 
don't want to go up and down the main streets of 500 small towns 
of America competing for commercials. We feel our programs are 
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uniquely of a kind that are probably not commercially supportable, 
which is why we think there ought to be a public radio system. 

There is no support for that within our organization at all. 

Mr. Marshall. Senator, on where the responsibility lies, I think 
the Congress should bite the bullet on this one and sort of arrive at 
a conclusion about what public broadcasting can, in fact, do in 
terms of outside income. I don't think the FCC has the interest nor 
the personnel to really monitor this, and I think somebody really 
needs to make the decision. 

I don't think that for entities that are being cutback on funding, 
it should also be punished further by not allowing them to get into 
other endeavors where they can make up for this money. And I 
just think the clear line of who does what should be established, 
because the Commission almost has no real interest in public 
broadcasting. I think it should really come from Congress. 

Mr. Thomas. Mr. Chairman, our membership discussed this in 
quite some detail. The conclusion we reached on this jurisdictional 
question is that it would be inappropriate and difficult for Congress 
to craft in legislation the kind of finetuning of the sorts of activi- 
ties that might be appropriate for public broadcasters to engage in. 

We would, however, and have supported in previous testimony, a 
redesignation of our service as nonprofit rather than noncommer- 
cial. We found on previous dealings with the FCC, of trying to craft 
this narrow line on some of the commercial-like activities that we 
have now of underwriting and auctions and so forth, that trying to 
cram what may be appropriate, reasonable, and agreed to by all 
sides into that slim area of noncommercial, is more problem than 
help. 

Mr. Carley. Mr. Chairman, since you have been kind enough to 
ask me, we will submit rather specific suggestions in two areas; 
both elimination of barriers for entrepreneurial activities for public 
television, and also some suggestions within the context of what 
has been raised at this table with regard to additional revenue 
sources. 

Senator Pressler. That's a very good idea. I would like to hear 
from each of you, and anyone else in the room who has any ideas 
on that. 

Let me say these two questions are related to that. They are for 
to Mr. Iselin: 

What are some of the other profitmaking ventures channel 13 
undertakes today to supplement some of its income? 

And, does channel 13 report unrelated business income today? 

Mr. IsELiN. I wish we could report that we had substantial prof- 
its. Senator. 

I can say that we have an operation that we are in the process of 
putting into place, that does indeed report unrelated business 
income. It is a facility located in Ann Arbor, Mich., the city to 
which our friend Bob Fleming is returning, where, believe it or not, 
public broadcasting got its start. 

This facility for a number of years has been engaged in tape 
duplication, because in the days before we had an interconnect 
system tape duplication through the bicycling method, as we all 
know, was the way tape were distributed. As the interconnection 
system has come into play, this facility which is managed by chan- 
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nel 13, has increasingly tried to offset its costs and to maintain 
itself by attracting other business. And that other business has 
been subjected to close scrutiny by IRS and our own accountants to 
make sure that we did indeed pay taxes on unrelated business 
income. 

It is our belief that not only ourselves, but other stations that are 
now banning to set up comparable entrepreneurial activities can 
and should: One, carefully segregate any Federal funds so there is 
no indication that those funds are in any way touching those 
businesses. We have scrupulously maintained that principle 
throughout and to my knowledge every station that is engaged in 
these activities does it. 

Second, be prepared to pay taxes on unrelated business income. 
It is the law of the land, and it is the law of the land that was 
devised quite honestly to encoureige initiative, and at the same 
time to make sure that business that wasn't related was appropri- 
ately taxed. And we would intend to carry on in just that principal, 
and hopefully be able to report in the days ahead that in spite of 
the difficulty of competition, that bit by bit we might generate 
some surpluses that would indeed go into programing. 

One of the most interesting suggestions that has been put for- 
y^ard in testimony that will be submitted, comes from National 
Public Radio that suggests that Congress should particularly look 
at where any additional surpluses are generated; how they are 
deployed for more programing. And, rather than tr3dng to penalize 
initiative, paying a great deal of attention to whether or not any 
surpluses are, in fact, put back into what we all need, and that is 
more product. 

And I think NPR is to be commended for suggesting, as we 
review this whole question of entrepreneurship in our society, and 
the difficulty of the not-for-profit sector covering its costs and 
developing new revenues that we not, I urge, not penalize it in 
sulvance, but pay careful attention to where any additional funds 
i^ould go. 

Senator Pressler. This question is for Mr. Mankiewicz. You take 
issue with the use of public audio, as opposed to radio programs, 
because public radio exists to serve only 68 percent of the popula- 
tion. Isn t it important to allow CPB to make audio services availa- 
ble to the segment of the population not served by public radio? 

Mr. Mankiewicz. Well, it's a question we would be prepared to 
discuss. I don't know what public audio is, Mr. Chairman. Tve 
never heard the phrase. Audio is a part of television, along with 
video. Audio is also an adjective and, I suppose in some cases, a 
noun having to do with sound reproduction. 

But we believe that the best way to bring the audio services that 
68 percent of the American people now hear, to the remainder — at 
least until you get to that last difficult margin — is by broadcasting 
by radio stations. We think that's the cheapest. We think it's a 
system that has been put in place by a fairly substantial expendi- 
ture of dollars. And we have, I would say, no indication that CPB 
does not share that view. 

CPB regularly has been committing a substantial share of the 
available funds to the expansion of the radio system. I think the 
time has come when we have to take a very hard look as to 
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whether that ought to continue, until we know what the additional 
funds are going to be. 

But we have not seen— although we would be happy to discuss- 
some appropriate other method of bringing what you call audio 
services to the rest of the country. 

I don't see how the generation, for example, of news programs— 
"Morning Edition," "All Things Considered," this kind of thing— or 
any of the perhaps more generally interesting hearings that we 
bring to the American people — live confirmation hearings, discus- 
sions of various kinds, the 2 months of gavel-to-gavel proceedings 
that we pioneered 2 years ago, of debates in the Senate on the 
Panama Canal Treaty — I don't see how that kind of alternative 
programing can be brought to the American people any other way 
than by radio stations broadcasting the programs live. 

Mrs. DouGAN. I just have one comment. That is: Tm going on the 
assumption that your terms audio and video are semantic affirma- 
tion of the fact that we're talking about the future; and the future 
should, in fact, be exploring alternative distribution systems. 

So, I just look at that as an artful term of flexibility. That 
doesn't mean to disenfranchise National Public Radio or any of the 
other traditional distribution sources. 

But certainly, in the area of education, audio and video are 
legitimate terms. 

Senator Pressler. This is addressed to the panel generally: Is 
there evidence that forward funding provides insulation and plan- 
ning? 

What are some examples? 

Is program planning for 1983, for example, already in the works? 

Mrs. DouGAN. Yes. 

Mr. IsELiN. Senator, speaking as a program producer, the rule of 
thumb at channel 13, which I think is generally shared within the 
production community in television, is that you need a 3-year time 
horizon, from the time that you have begun to research a promis- 
ing idea until the time that that program is able to be delivered to 
the system. 

The forward funding principal at least enables one to look out 
far enough ahead to think systematically about this very difficult 
task of assembling major productions. 

And so, as a producer, where one is increasingly required to 
scramble for funds from a variety of different sources to assemble 
funding packages, I would say the forward funding principal is a 
sine qua non of our continually keeping the pipeline reasonably 
full for future utility. 

Therefore, I think the forward planning function is extremely 
essential, and is indeed reinforced by that forward funding concept. 

Mr. BuscH. Senator, I would have to say the same. Because, as 
you know, most of our income comes from legislative appropriation. 
We have to deal with them 18 months in advance. 

In the past, before the advance funding principal was in place, it 
was terribly difficult for us to give them an idea as to what the 
Federal dollars would be. It was difficult to go back— and some- 
times embarrassing to go back— and have to revise the budget 
requests after the fact. 
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It's terribly important for us to have that advance funding for 
that reason. 

And on the matter of insulation, I think there s no question but 
what advance funding tends to insulate funds from Congress from 
politiced interference, or political persuasion, for whatever reason. 

I think that's an important principal to keep in mind. 

Mr. Mankiewicz. Senator, the question of insulation perhaps 
occurs in its starkest form when we're talking about radio. Four 
hours of daily news programing at the national level, and countless 
hundreds of hours of. news programing at the local level — and 
when you try to imagine the myriad of decisions that have to be 
made every day, every hour, at local stations, and nationally at 
NPR, as to how to treat that, those decisions have to be made on 
the basis of journalistic professionalism, and cannot be made on 
the basis of politics. 

Has the appropriation been voted yet? Is the committee meeting 
today? Are we on a continuing resolution? Is that Congressman, 
this Congressman, that issue, the other issue, the President or 
whatever powerful interest involved? 

We've seen spectacular examples over the years, where pressure 
has been attempted to be brought, and in a way, the bringing of 
that pressure is part of the political system. So that people who say 
"I don't like what I saw, last night, on the screen," or I don't like 
what I heard on the radio," or, worst of all, "I don't like what I'm 
going to see tonight, or what I think I'm going to hear for the rest 
of the week"— those pressures ought not to be among those bearing 
on news executives. 

We feel very strongly the principal of insulation, that was wisely 
put in the law in 1975 and reinstituted in 1978, ought to be kept in 
1981. 

In a way, we welcome these hearings and the proposals that have 
been made, because I think they have permitted a discussion and a 
focusing within publfc broadcasting, and even in the legislative 
halls, on this issue, which has been very significant, I think, to our 
future. 

Senator Pressler. OK. Thank you. 

I have another question here, from another Senator's office. Our 
staff has prepared it. I think we covered it, though, but I will put 
the question in the record. You may want to respond in writing. 

It says: How will the system make up for the reduced Federal 
dollar? 

I realize today, these figures look bleak, grim, but three years 
from now, you may have another world about you, in terms of 
support, money making, and advertising — you may be in the land 
of milk and honey. 

What are the prospects for making up the difference? 

That's one I think we've covered somewhat. 

What would be the effect of a $150,000 cap for radio? 

How many dollars would be made available for distribution 
among radio stations? 

Mr. Mankiewicz. Senator, I don't have that answer right off the 
top of my head. 

I am preliminarily informed that a cap of $150,000, at the pres- 
ent funding levels, would affect 13 iio stations. That is, it would 
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reduce the amount received by 13 stations. But at the levels pro- 
posed by S. 720, that number would drop to five. So, I think we're 
not talking about very much money that would otherwise be avail- 
able. 

Beyond that, I would want to submit some numbers in testimony 
later, after weVe had a chance to analyze what that would involve. 

But I suspect that— regardless of the merits of the principle 
involved, there probably is not very much money involved in the 
proposal. 

But we would certainly want to consider that. 

Senator Pressler. What effect would a 95 percent passthrough of 
funds to stations have on the funding of special interest programs? 

Mr. Marshall. I think much of the problems minorities have 
had with this concept is that it just wouldn't be turned into local 
programing. 

At the present time, much of what we get, if any programing, 
aimed at minorities comes from national sources. And I think to 
have that kind of passthrough would really encourage the contin- 
ued ignoring of local programs. 

Mr. BuscH. Senator, I would have to disagree with my good 
friend, on that notion. 

I think, in our case particularly, where we're talking about 
native Americans, where the specialized Corporation set-asides for 
minority programs really have not touched the native American 
population, at all. 

In our case, Pluria, it would give us the opportunity to do the 
kind of programing, within the State, for the Indian population, 
that we haven't simply been able to do. It would help us. 

Mr. Thomas. Mr. Chairman, if I may comment on that. I think 
the answer depends in part on what the funding levels are, and 
what the 95 percent that's being passed through adds up to. If 
we're talking about a passthrough that's significantly above what 
stations are now receiving, perhaps stations could augment their 
work with attention to special audiences, using additional funds. 

But last year, we sponsored a conference for minority producers 
in public radio, which brought together most of the minority pro- 
ducers in the field. And I think the record showed there that 
clearly, there is a dramatic reliance upon funding from national 
sources and national programing vehicles, as the way many of 
these producers see an opportunity to reach their special interest 
audiences. 

Mr. Mankiewicz. I would agree with that, as far as radio is 
concerned, Mr. Chairman. 

I think Mr. Marshall is absolutely right that, unless we are 
talking about an enormously increased Federal funding — which, I 
take it, is not in the works for public broadcasting, at least in the 
forseeable future — at least, I have not heard anyone, for two years, 
propose that there be any increase in funds for public broadcasting. 

Without that, I don't think there is any question that the 
amount of programing for minority audiences would sharply de- 
crease, in the event of a 95 percent passthrough, simply because, as 
far as the radio stations are concerned, that money would be 
vitally needed merely for survival as a station. 
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And, for example, the Spanish language programing that we do 
now, the programing of particular interest to the black community, 
simply would not— there would be no place where that production 
could be done. 

We do a significant amount of it. We're proud of it. We think it*s 
part of our mandate. We do it with national program funds. And 
we hope we'll have the opportunity to continue to do that. 

I think Mr. Marshall's analysis is correct. 

Mrs. DouGAN. I think there's some other elements here. That is, 
on a 95 percent passthrough — we'd all like to have money in a 
brown paper bag, but the trouble is that someone has to open that 
bag and decide what really should go in it. 

I think, in addition to minority programing, one of the key areas 
of the whole concept of alternative programing is innovation and 
experimentation, and doing some different things. And, unless you 
have some coalesence of funds, your' re not going to get these true 
alternatives — a 95-percent passthrough will mean more of the SPC, 
the station program cooperative, which by necessity is consensus 
kind of programing. You're going to have fewer innovative special 
interest minority programs, as has been discussed. 

The stations, even if they had 95 percent, would still have to 
turn back some money to some central sources, to coalesce funds. 

If that would go strictly to PBS, who is already in the business of 
scheduling, then I think it undercuts the concept of diversity and 
innovation, piloting, and some of those things that, I think, are the 
basic reasons why Congress has decided the Corporation should be 
in the business of nurturing programing. 

Mr. Carley. Mr. Chairman, I was not going to answer the ques- 
tion of 95 percent but my respected colleague — who is sitting beside 
me, and certainly a knowledgeable contributor to public broadcast- 
ing — has just made a comment, and she moves me to respond. 

She had just said — and others have said — that national program- 
ing promotes greater diversity in programing than otherwise would 
be the case. 

I'm afraid the lady is wrong. The truth is that the great diversity 
and the representation of that diversity in America come from 
local programing. It does not come from the national level. 

I do not speak against what has been done by the Corporation for 
Public Broadcasting in national programing but I want to say, that 
the great programing and the great things that have been done in 
public television, across this country — ^year after year after year, 
the awards that have been made, prove that, have contributed at 
the local' station level. To indicate, or say, that they haven't been 
done a£ the local level, and can be done better at the national level, 
is a travesty and a mistake. 

The local programing that's been done in America — the Faulk- 
ner series, by the Mississippi station, the "Mark Twain Show" from 
Nebraska, and others across the country — any qualitative rating of 
what's been done in the way of programing, the excellence in great 
part, can be shown to have been created at the local level. 

What Pluria Marshall has said about minority programing per- 
haps getting a better deal — to paraphrase — at the national level 
may in part be true. We respond, to his criticism and are con- 
cerned about that. 
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However, we in no way, accept the fact that local programing 
has been devoid of, or is not concerned about, minority programing. 

We can do a better job, and shall do a better job, there. But to 
say America is not represented, in terms of its diversity across the 
country, by local programing is entirely a mistake, and should not 
be believed by this Congress. 

Mrs. DouGAN. Senator, may I make a clarifying comment? 

To me, David, as someone who has produced programs for both 
national and local television, I consider every program essentially 
first a local program. We're talking about coalescing dollars on a 
national basis. 

The Corporation for Public Broadcasting is not a producer. Pro- 
graming is always going to end up being produced by some local 
station, independent producer, or localized consortium. 

So, my comments are certainly not directed to the idea that 
something is more wonderfully done in Washington than some- 
place else. 

It's the idea of planning, coalescing funds, being able to catalyze 
funds. And if you have to spend all your time sitting around in 
committees, getting together on which you will agree upon, you 
will go with the lowest and safest common denominator. 

Mr. Marshall. I think you can just look at the situation here 
locally in this market in terms of local programing. If we had to 
depend on WETA provided for us and cut out the national pro- 
graming, we'd be in bad shape. I think the record speaks for itself. 

Senator Pressler. I have one final question which is for the 
panel generally, which you may respond to now and you have to 
some extent already, or you may write a thoughtful comment later. 

How would you alter the unrelated business income language of 
S. 720 giving due deference to our concern about general subsidy of 
competition. 

Mrs. DouGAN. I think for openers I would clarify the language. I 
think it's quite confusing and somewhat misleading. If the lan- 
guage or the intent of the language was not to preclude stations 
from developing alternative revenue sources through separate non- 
profit organizations, if it were not to preclude their doing program 
guides and this kind of thing which are in fact related but have, as 
you know, come under questions, the language of the legislation or 
proposed legislation, I think, is very unclear. 

There has been a presumption that we don't want to have public 
broadcasting become blatantly commercial, and I think there's 
frankly some merit into separating out the more commercial activi- 
ties that relate to station income, so that the clear business of 
running a television station is in one area, and I am assuming that 
legislation is saying that it does not preclude a station from having 
a separate nonprofit corporation whose income could go to the 
station which would not be covered by that IRS peg, if you wQl. 
But as it reads now, that IRS peg does look like a regressive, 
somewhat punitive mechanism on the station. So my answer is, I 
think I would really like it substantially clarified because it's nei- 
ther fish nor fowl, the way it reads now. 

Mr. IsELiN. I think we would welcome. Senator, the opportunity 
to submit some suggestions on how that particular clause might be 
rephrased, and we welcome that opportunity, and I appreciate Mrs. 
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Dougan's observation, it does seem to be a clear-cut penalty clause 
as it's now written, and it would so stifle initiative because of the 
triple jeopardy aspect that I mentioned in that one does indeed pay 
taxes on unrelated business income. If on top of the taxes, one 
would then have the amount reported deducted from one Federal 
contribution, one would find one would in a sense be in the position 
of having a 150-percent penalty in that you would of course have 
the equivalent amount of the tax deducted and then another 150 
percent deducted. 

I'm sure that wasn't the intent of the drafters, and one would 
hope that if the clause couldn't be eliminated entirely, those con- 
fusing points could be substantiallv clarifled. At a minimum, going 
to the point of clarification, it would seem that the bill should focus 
on any profits that might accrue, and therefore one would focus on 
the net rather than what appears to be some focus on a gross 
figure. Again, there is a confusion here. 

Fin€dly, I think Mrs. Dougan's point about differentiating be- 
tween an organization and an incorporated organization that might 
engage in such activities, let's say, as tape duplication, as we do in 
Ann Arbor, be differentiated, as we try to differentiate it from the 
r^ular business of the station, and above all, a clear segregation of 
a fund — of funds and a clear cut accounting approach whereby it is 
certain that Federal funds do not in any way touch commercial 
activities. That would be the touchstone with which we deal. 

There is a well developed tax law in this area, and as we know, 
let's say within the field of publishing, almost a third of the total 
magazines in the country, whether they're publications of universi- 
ties, church publications, such honored publications as the Smithso- 
nian magazine here in this city scrupulously segregate funds but do 
indeed engage in entrepreneurial activities for what is considered 
to be important policy purposes. We would hope that that same 
general approach would continue to apply to public broadcasting. 

Mr. Mankiewicz. Our suggestion, Mr. Chairman, and the testi- 
mony is that consideration be given to where the income is applied 
rather from where it is generated. In other words, the penalty, 
should there be one, should not apply to where the money is 
plowed back in, sort of a kind of investment tax credit in a sense. 
Our feeling is that that could be worked out and this language 
dropped because it is so much of a disincentive, while nevertheless 
retaining some of the notions that prompted its inclusion having to 
do with competition with private enterprise, to which I think we 
ought to be particularly sensitive. 

But we have had experience dealing in the history of public 
broadcasting with the Department of Commerce. We've had experi- 
ence dealing with the Department of HEW now with its new name. 
Our feeling is when we add yet another agency such as the Inter- 
nal Revenue Service to the group which sets some of the standards 
everything will become even more paralyzed and difficult to oper- 
ate. Among other things, I think we should keep the revenuers out 
of public broadcasting, at least insofar as — at least where they are 
deciding what is an appropriate activity, because for one thing that 
means the stations are going to have to hire accountants, they're 
going to have to hire tax lawyers, and the money otherwise availa- 
ble in community service grants is not going to go for programing. 
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It's going to go to hiring the professionals to deal with the IRS. We 
think there are ways to avoid that whole mess. 

Mr. Thomas. Mr. Chairman, our view is probably more in sync 
with WNET. We would suggest doing away with this provision 
entirely in focusing on how Federal money is spent, if the concern 
is indeed that the Federal Government not be in the posture of 
funding the competition. Perhaps the appropriate provision is the 
one which makes that point clear, rather than one that penalizes 
stations for the revenues they obtain. Til leave it at that. 

Senator Pressler. Let me say in closing, I have really appreciat- 
ed the comments. We are building a record here. As we struggle 
with this, there will be amendments during markup; there will be 
a long process before the appropriations process is concluded. 

I think we have witnessed here this morning that we are in a 
new era. I know going to committee meetings — I ve got another one 
this afternoon in which another group feels some of the cuts are 
very harmful to their program. From 1932 to 1980, it was fun to be 
a Senator because you were increasing the budget, but nowadays 
we're in a very painful situation. Nevertheless, the American 
people did make a decision in the election, and I think there is 
concern. However, I don't think this is going to be as harmful 
overall to as many programs as we think. Indeed it may well be 
out of this exercise and out of this struggle will come renewed 
sources of support. 

Let me also say, this committee will resume its hearings at 10 
a.m., Wednesday, April 8, in this room. 

Again, I want to thank the staff. Senator Cannon, the other 
Senators that had questions, and I want to thank everyone here for 
your presence and testimony. It will provide invaluable guidance to 
the committee as it deliberates on this measure. 

[Whereupon, at 12:40 p.m., the hearing was adjourned.] 
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PUBLIC TELECOMMUNICATIONS ACT OF 1981 



WEDNESDAY, APRIL 8, 1981 

U.S. Senate, 
Committee on Commerce, Science, and Transportation, 

Subcommittee on Communications, 

Washington, RC 
The subcommittee met at 10 a.m., in room 235, Russell Senate 
Office Building, Hon. Barry Goldwater (chairman of the subcom- 
mittee) presiding. 

OPENING STATEMENT BY SENATOR GOLDWATER 

Senator Goldwater. The meeting will come to order. 

Today we continue hearing on S. 720, the Public Telecommunca- 
(ions Act of 1981. Other prior commitments prevented me from 
being present this past Monday for our first day of hearings, and I 
am grateful to Senator Pressler for chairing those proceedings in 
my absence. 

I also thank the witnesses who appeared for making the record 
3f our deliberations probative of the issues raised by the far-reach- 
ing changes proposed by this legislation. 

Back in 1967 when Congress enacted the Public Broadcasting 
Act, it expressed the lofty goal of fostering the development of 
noncommercial educational broadcasting with high-quality pro- 
grams obtained from diverse sources. Furthermore, expansion of 
the industry and the diversity of its programs would depend upon 
the freedom, imagination, and initiative on both the local and 
national levels. 

Finally, Congress wanted to insure that public broadcasting pro- 
grams would constitute an expression of diversity and excellence. 
The common theme in that congressional declaration is the essen- 
tial element of diversity — the only way to insure that the needs 
and interests of all of our people are met. S. 720 attempts to 
further entrench that concept into the purposes for which Federal 
support for this endeavor still exists. 

As I have said on a number of occasions, I am a strong supporter 
of pubUc broadcasting, particularly of the service provided by the 
stations in Arizona. Therefore, during this time of budgetary re- 
straint, it was my intention to draft amendments to the Public 
Broadcasting Act that would allow the system to be operated more 
efficiently and target declining Federal resources to assist those 
i^ho have the greatest need. 

With that objective in mind, I was sympathetic to the argument 
::liat the 1982 and 1983 funds already appropriated not be cut as 
E^esident Reagan recommended. At that time, many of you said, 
^Don't cut those funds and we will live with less later." 
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Now, I find from Monday's testimony that many don't want to 
live with less later. This raises serious questions in my mind con- 
cerning the credibility of some of the system's spokesmen. I hope 
we can work together on appropriate amendments. But you must 
recognize that no one is going to be able to deliver the amounts of 
Federal money that some seem to believe is necessary. 

I welcome all of you and look forward to receiving your assist- 
ance as we readjust the Federal role in this industry. 

Senator Schmitt, do you have a statement? 

OPENING STATEMENT BY SENATOR SCHMITT 

Senator Schmitt. Mr. Chairman, I am pleased that we are hold- 
ing these hearings on S. 720, a bill which I cosponsored. There are 
three major principles in that bill which I think to be the hallmark 
of our fresh look at public telecommunications — the forward fund- 
ing principle; the emphasis on programs with its promotion of local 
production capability; and the freedom the bill affords by reducing 
the Federal contribution. 

Insulation of public telecommunications entities from the year- 
to-year directions of political winds is clearly provided by the con- 
cept of providing funds in advance of their use. Additionally, with 
sums so small and ever decreasing, it is important to provide 
sufficient time to allow for adequate planning — to find other means 
of non-Federal support. Finally, the smaller Federal contribution 
forces the public broadcaster to go out and seek greater support 
from existing sources, and more importantly, additional sources of 
support. The stations present today from Washington, Chicago, and 
Minnesota should be able to provide some insight into this. 

I am pleased that Jim Dryden from our station at Las Cruces 
could make it here today. I am particularly interested, of course, in 
what these funding reductions will mean to Jim and his station, 
and others similarly situated. We must seek to avoid any possibil- 
ity of unreasonably tying the hands of those entities as the Federal 
dollar tightens up. 

Mr. Chairman, I am confident that we've made a significant and 
good start with S. 720. I know that these witnesses will be able to 
help us improve on that effort. 

Senator Gold water. And I welcome panel No. 1, with Mr. Ward 
Chamberlin, president of WETA-TV; Mr. William McCarter, presi- 
dent and general manager of WTTW; Mr. William Kling, president 
of Minnesota Public Radio. 

So, Mr. Chamberlin, you may proceed. 

STATEMENTS OF WARD CHAMBERLIN, PRESIDENT, WETA-TV; 
WILLIAM McCARTER, PRESIDENT AND GENERAL MANAGER, 
WTTW-TV; AND WILLIAM KLING, PRESIDENT, MINNESOTA 
PUBLIC RADIO 

Mr. Chamberlin. Thank you very much. Senator Goldwater. I 
much appreciate being here and appearing before this committee 
on this important piece of legislation. 

I noticed that in your opening statement you talk about readjust- 
ing the Federal role in public broadcasting. That is, indeed, what 
we are anxious to discuss with you and to talk about this morning. 
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WETA is the Washington public television station and radio 
station, has a unique position in this system. Both stations are 
Btrong local stations as well as major contributors to the program- 
ing that goes on across this country, in television, such as the 
"McNeil/Lehrer Report," there are a number of programs we make 
which we think are major contributions to the pubHc television 
S3rstem in this country. 

Let me just begin by saying how passionately and strongly I 
believe in public television and public radio. We do indeed bring a 
different kind of view and program for our audiences and our 
viewers, programs that entertain and enlighten, programs that are 
almost 100 percent free of the violence, the shootings, and the 
caricature of the human condition that unfortunately characterizes 
much of what is on the rest of television. 

As a side note, I note that we have 7 hours of quality programing 
for children: "Sesame Street," "Mr. Rogers," "Villa Allegre^* and so 
forth. That is 7 hours of fine programing for children which is one 
of the basic program strengths of public broadcasting. 

In radio we bring a unique balance of news programs and classi- 
cal music programs, with the backbone, much of it, furnished by 
national public radio. 

Many people blame television unfairly to a large extent for the 
erosion of values in American life. 

I suggest that public broadcasting deserves continued support 
because it is a medium that exalts the best qualities in human life 
and the best performances of individual human beings. 

Federal funding came to public broadcasting in 1967 because the 
Congress decided it was important to the country to encourage the 
development of public TV and radio. 

Now when we come to new legislation, the question has to be 
asked again: Is it still important? Important enough to use scarce 
Federal funds in an area that needs special protection from possi- 
ble Federal encroachment? 

My answer is clearly yes, because I believe so deeply in what we 
are doing, and because even though weVe come a long way, we're 
not yet able to stand on our own feet without additional help from 
Federal funding. Certainly without a substantial level of Federal 
funding for the 3 years covered by your bill, we cannot maintain 
the program quality which is the real and only excuse of our being. 

From WETA's point of view, S. 720 has much to commend it. The 
principle of forward funding is maintained; the importance of na- 
tional programing is emphasized; the use of Federal funds to assist 
stations is continued. These are fundamentals with which I thor- 
oughly agree. And there are smaller matters in which the bill sets 
the right course: The recording requirements are deleted and audit 
reporting burdens alleviated. 

There are, however, in my opinion, some major points in the bill 
which deserve further consideration. I will just touch on these 
briefly because they are covered in the statement that I have 
submitted. 

We should make no mistake about the fact that the cutback in 
Federal support to the $110 million level in fiscal year 1984 will 
surely cause severe economic dislocation: Some stations will go off 
the air; there will be sharp curtailment of local service; and nation- 
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al programing— the basis of most private support— will suffer. Even 
if you continue to support the CPB program fund — which I thor- 
oughly agree with — stations will not have the money to buy nation- 
al programs from the station program cooperative. We at WETA 
spend $360,000 for these SPC programs. If our CSG is cut, that 
figure will go straight down. 

Second: The station grants which are provided for in your bill. 
The basic problem is that at the $110 million level, the amount of 
money going to stations is substantially reduced. Add to that the 
fact that stations will now be paying the copyright fees and under 
this bill also paying for interconnection. And you will find there 
will be a tremendous shortage of money which we will not be able 
to make up quickly through outside activities and outside income, 
income from outsiae sources. We are trying to be as innovative as 
we can be about that, and we are bringing in some small amounts 
of funds now. We hope to increase those. But we will not be able, in 
my opinion, to raise the level of our funding as quickly as the 
Federal funds will be shut down under this bill. 

I just would add one more point which is about the matching 
principle. The matching principle has been most effective in raising 
private funds. 

I thank you very much. Senator. 

[The statement follows:] 

Statement of Ward B. Chamberlin, Jr., President, WETA 

Mr. Chairman, members of the subcommittee, as President of WETA, the public 
television and radio stations (channel 26 and FM 91) licensed in the District o^ 
Columbia, I am delighted to appear before you to discuss S. 720, the Public Telecoi»^ 
munications Act of 1981. 

WETA has a unique position in public broadcasting. We are the Washington^ 
public television and radio stations— the ones most Senators and Congressmen loolr^ 
at and listen to and formulate their opinion about when they are in Washington,^ 
Channel 26 is a strong local station and it has major responsibilities in nationaJ^ 
programming. We have in television and radio as strong local support as any statior^ 
in the community— almost 100,000 families in the Washington area contribute t^ 
WETA. 

Let me begin by saying how strongly and passionately I believe in public televi- 
sion and public radio. We do indeed bring a different kind of product to our viewer^ 
and audiences— programs that entertain and enlighten, programs that are almos'A 
100% free of the violence, the shootings and the caricature of the human condition? 
that unfortunately characterizes much of what is on the rest of television. As a sid^ 
note, I looked at today's WETA/Channel 26 schedule. There are seven hours of 
quality programming for children: Sesame Street, Mister Rogers, Villa Allegre and 
so forth. In radio we bring a unique combination of programming that emphasizes 
classical and news analysis in depth. At this time when many people blame televi- 
sion—unfairly to a large extent— for the erosion of values in American life, I 
suggest we ought not to cut support for public broadcasting— a medium that exalts 
the best qualities in human life and the best performances of individual human 
beings. 

Federal funding came to public broadcasting in 1967 because the Congress decided 
it was important to the country to encourage the development of public TV and 
radio. 

Now when we come to new legislation, the question has to be asked asain: is it 
still important? Important enough to use scarce federal funds in an area that needs 
special protection from possible federal encroachment? 

My answer is clearly yes: yes, because even though we've come a long way, we're 
not yet able to stand on our own feet without additional help from federal funding. 
Certainly, without a substantiaf level of federal funding for the three years coverSi 
by S. 720, we cannot maintain the program quality which is the real and only 
excuse for our existence. 

From WETA's point of view, S. 720 has much to commend it. The principle of 
mrd fundi is maintained; the importance of national programming is empha- 
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sized; the use of federal funds to assist stations is continued. These are fundamen- 
tals with which I Uioroughly concur. And there £u-e smaller matters in which the 
Inll sets the right course: the recording requirements are deleted and audit report- 
ingburdens alleviated. 
There are, however, in my opinion, some real problems in the bill. 

1. The funding level— The cutback in federal support to the $110 million level in 
fiscal year 1984 will surely cause severe economic dislocation: some stations will go 
off the air; there will be sharp curtailment of local service; and national program- 
mingCthe basis of most private support) will suffer. Even if you continue to support 
the CPB Program Fund (which I thoroughly agree with), stations will not have the 
money to buy national programs from the Station Program Cooperative. WETA 
spends $360,000 for these SPC programs. If our CSG is cut, that figure will go 
straight down. Other stations are similarly situated. Therefore, the drastic cut in 
federal su^iport will affect directly and adversely the amount and quality of national 
programming. 

2. Station grants. — The basic problem is that at the $110 million level the amount 
of money going to stations is substantiallv reduced. Add to that the fact that 
stations will now be pa3ring the copyright fees and under this bill also pajring for 
interconnection. A further complication is the requirement that station grants to be 
used for programming — which takes away all management flexibility. 

Under this formulation a number of stations will either go under or will be 
unable to continue any local programming. 

Two suggestions: Let the 50 percent be a floor and not a ceiling on station grants. 
Leave it to CPB and the stations to work out the most equitable percentage. 
Secondly, let the station grants be unrestricted. We all use every dollar we can 
muster for programming. Arbitrary levels may be impossible to comply with. 

S. Interconnection. — I also suegest that you do not let CPB abandon responsibility 
for interconnection costs. Establishment of the satellite distribution system has been 
CJPB*s finest achievement. CPB should continue to play a major role in its develop- 
nent and at a time of funding scarcity it is inequitable to put all these costs directly 
on the stations. 

4. Matching.— The matching principle should be continued. It is tremendous help 
in raising private funds and makes absolutely clear the public-private partnership 
^which has made the development of public broadcasting possible. 

5. Unrelated business income. — Every station — television and radio — is looking for 
ways to bring in income to meet the certain decline in federal funding. Don't 
penalize us for doing that by subtracting this income from the amount of our station 
grant. Perhaps when we are stronger and have proved that we can indeed earn 
substantial outside income without jeopardizing our primary mission, our station 
grants should be reduced. But to do so in this bill will cut our now strong incentive 
to get along with less federal support. 

Thank you. 



WETA 26, 
Washington, D.C., April 22, 1981. 
Hon. Barry Goldwater, 
U.S. Senate, 
Washington, D.C. 

Dear Senator Goldwater: This is in response to your letter of April 15, submit- 
ting additional questions bearing on S. 720. Let me answer them in order: 

L Unrelated business income.— Your bill subtracts unrelated business income 
from a station's basic program grant. At a time when the Congress is encouraging 
us to do with less, and eventually no federal funds, this is a disincentive to go out 
and find new ways to support the programming on our stations. 

At WETA we have formed a taxable subsidiary, WETACOM, whose sole purpose 
is to produce revenues in areas outside of public broadcasting and use the after-tax 
proflts from these revenues to help support WETA. 

We formed WETACOM so that in all aspects we would be competing on an equal 
basis with commercial ventures. We use no federally funded equipment or facilities 
in WETACOM business, so why should WETA be penalized in federal funding 
because it owns and receives (hopefully) dividends from its wholly owned taxable 
subsidiary? 

Under S. 720, WETA would expect to receive about $480,000 in the basic program 
grant. To make that amount from WETACOM, WETACOM would have to generate 
$4 million of business annually. Our wildest dreams do not project any such rev- 
enues for WETACOM in the years ahead, particularly since WETACOM will be 
severely handicapped by a lack of capital. 
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May I suggest this approach: Ensure that no federal funds are used to finance 
unrelated business ventures and that such ventures are conducted under the aus- 
pices of subsidiaries or separate entities; but do not penalize station initiative by 
deducting unrelated business income from station grants. 

2. The needy station coficepi.— Almost every station is "needy" in the sense that 
it doesn't have funds to do all the quality programming its community deserves. 
Therefore, I find it unrewarding and in a sense, distasteful to make the case that 
some stations are more or less needy than others. WETA is a station in a large, 
metropolitan area. It has the advantage of wide viewership and strong and increas- 
ing membeship support — which on the revenue side provides over $2,000,000 gross 
per year, about 20 percent of WETA's total revenues. This is increasing but only at 
a rate 2 or 3 percent above inflation. 

On the other hand, WETA is in a precarious situation: 

To be a producing station requires substantial facilities (cameras, studios, editing 
equipment), all of which are expensive to operate and maintain. 

Washington is the home base of very few corporations so WETA cannot rely on 
industry support which helps many stations. 

WETA receives no local or state government support of any kind. 

So, one can say, WETA has only modest resources available for fundraising (its 
viewers) and at the same time, as a flagship station in the nation's capital, WETA 
has heavy responsibilities. 

If WETA is not carefully and imaginatively managed, we can easily end up with a 
deflcit at the end of the fiscal year. Two successive deficits of any magnitude would 
put us out of business. This is what I mean by saying that WETA (like all of the 
large stations, but for our own special reasons) is in a precarious situation. Whether 
that makes us more or less needy than some other station, I leave for you to judge. 

In the past, stations have been able to work out among themselves equitable 
distribution of the basic federal grants. We can do that again under changed 
circumstances and I suggest the legislation let us do so. 

Thanks so much for this opportunity to comment on importcmt provisions of your 
bill. 

Sincerely, 

Ward B. Chamberun, Jr., 

President 

Senator Goldwater. Thank you very much, Mr. Chamberlirm 

Now we will hear from Mr. William McCarter from Chicagc^ 

Mr. McCarter. Thank you, Mr. Chairman. On behalf of Chicag'^ 
Public Television, I am grateful to appear before you todav. 

Today as we meet, 150 8-foot banners line Michigan Avenue var 
Chicago celebrating WTTW/channel 11, the public broadcasting 
institution for 8 million people in that metropolitan area. It's quit;e 
a sight lining the lakefront. I wish you could see it. This didn't just 
happen. It took years, and today this institution is a vital part c/ 
the city's life; 64 percent of the total television audience in Chicago 
watches WTTW regularly. 

But this recognition celebrates more than 18 hours a day of fine 
programing. It is a symbol of one of the best investments the 
Federal Government has ever made — the establishment of a public 
broadcasting system in the United States. In short, gentlemen, we, 
all of us, have a programing hit on our hands. 

We embrace the intent of this legislation to encourage selfnsuffi- 
ciency, and we fully expect public broadcasting to bear its share of 
the burden in the effort to reduce Federal expenditures. We are 
pleased with the spirit of Senator Goldwater's statement preceding 
S. 720 and encouraged by the Senator's deregulatory appeal. 

We very much agree with the provisions of the bill that: author- 
ize new 3-year funding for the Corporation for Public Broadcasting 
through 1986; extend the facilities program; retain a 2-year eA- 
vance appropriation; and provide for direct grants for stations. 
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We would oflier cmuaon and modiikalioii in the tfollowin^ «r<M$ 
and urge: that the current deAnition for direct inrants to stations 
ocHitinue and that the matching incentive princip^ be retain<Nl> 
However, we are most encouraged by the Senator $ strong conv 
moit to encourage the Federal Cbmmunications Oc!tn\mis$K>n U> 
reexamine its rvSes and regulations regarding ons£ur sponsoring 
identification and the S»iator s statement. "IVrhaps the time has 
ocmie for some form of limited advertising for public broadcastings" 
Indeed, many thoughtful comments and initiatives from the FXW 
the Congress, the public, and the broadcasting world over the past 
18 months would support the Senator's statement. 

Tlie reason that this is perhaps the most important legislation in 
the history of public broadcasting is timing. At this momenta at 
this critical moment, experience gives us a clear assessnient that 
our traditional funding sources have reached their limits. 

We know the harsh realities of inflation and economic recovery. 

We know the limits of State and university* funding. We know we 

have a basic flaw in our funding mix — the absence of an admission 

gate long enjoyed by our universities, hospitals, orchestras, and 

theaters. We know that viewer and institutional philanthropy ha\*e 

nearly exhausted their potential, as anyone who has endured a 

public television pledge night can attest. And most importantly, we 

know the intentions of Congress from this point on. 

Public broadcasting is currently fueled by a mixture of funding 
From all levels of government, businesses, foundations, universities, 
special events, and family subscriptions. This mixture is, in effect, 
a menu from which the different stations select those funding 
areas or devices most suitable to their license and ownership. 

Now is the time to maximize your enormously successful nation- 
^ investment over the last decade and aggressively test several 
new and substantial revenue sources that would in effect lengthen 
the menu and broaden the sources of income, foster self-sufficiency, 
and in doing so, not deny public broadcasting access to the market- 
place. 

In assessing and testing these new revenue sources, it is inuH)r- 
tant that public broadcasting be brought to the minimum funding 
base of $1.2 billion, a figure painstakingly researched by the recent 
Carnegie Commission. When weighed against current annual com- 
mercial broadcasting revenues of over $11 billion, one-tenth soernn 
a reasonable goal. Today public broadcasting's total annual reve- 
nue base is less than one-half the Carnegie Commission's minimum 
base. 

Specifically, we propose that this legislation should foHter an 
environment receptive to the exploration and testing of new nnd 
significant income sources, including a range of emerging technol- 
ogies as well as a host of new entrepreneurial initiativoH. ThlH 
testing would proceed immediately upon the enactment of legisla- 
tion. 

One significant income source which could be tested expeditiouH- 
ly and inexpensively on one or more stations is that of limited 
advertising. Over a 1-year period, public stations in selectt mar- 
kets could test the concept of presenting up to two minui of 
advertising between programs. 
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Prior to the test period, the participating stations would develop 
a code of standards to insure a consistent approach to acceptance of 
advertising in their different markets. At the same time, stations 
would conduct consumer research into the nature of audience reac- 
tion to the experiment. At the end of the year-long test, the sta- 
tions would report their findings to this committee, the FCC, and 
the Coroc^ation for Public Broadcasting. 

At WTTW we have recently concluded a 2-month study in associ- 
ation with a major Chicago advertising firm to determine the po- 
tential income from a limited advertising plan. The study analyzed 
all audience data for the year 1980 and assumed a plan of limited 
advertising breaks between programs throughout the broadcast day 
with, of course, no program interruptions. The findings indicated 
that such a plan would be most attractive to potential advertisers 
and that WTTW would have received an additional net income of 
$6 million during that year from this new funding source. 

In closing, if this legislation encourages the immediate testing of 
new and significant income sources, this committee vsrill have been 
responsible for finally creating a public broadcasting system with a 
real future. 

Thank you, Mr. Chairman. 

[The following information was subsequently received for the 
record:] 

WTTW— Chicago Pubuc Television, 

Chicago, III, April 20, mi 
Senator Barry Goldwater, 

Committee on Commerce, Science, and Transportation, 
U.S. Senate, Washington, DC 

Dear Senator Goldwater: This is in reply to your letter of April 15 asking for a 
brief written response to two additional questions following on my recent testimony 
on S. 720. 

Question. How would you amend the "unrelated business income" language in S. 
720, giving due deference to our concern about federal subsidy of competition? 

Answer. Retain the language as is, if you also will include language to encourage 
and perhaps test new and significant income sources such as a limited advertising 
plan. 

Question. Some managers of major market stations have alleged that the concept 
of "needy stations" in S. 720 does not reflect a consideration of the increased costs 
and competition in these major urban centers. I recognize that these factors are 
relevant to a determination of need, but haven't your fundraising performances in 
recent years ably demonstrated that you have tremendous resources available to 
you? 

Answer. They have not. In fact, it is a cruel hoax to assert that the non-federal 
income devices available to American public broadcasting stations, lar^e and small, 
are remotely adequate. Many of the costs encountered by public television stations 
are proportionate to the size of the audience each serves. To weaken the m^or 
market producing stations is to threaten the existence of the smaller market sta- 
tions who depend so completely on the programs they provide. 

Thank you for your interest and support. 
Sincerely, 

WiLUAM J. McCaRTBR, 

President and General Manager. 

Senator Goldwater. Thank you very much. 

Now we will hear from Mr. William Kling, president of the 
Minnesota Public Radio. 

Mr. Kling. Thank you, Mr. Chairman, Senator Schmitt. 

Minnesota Public Radio is a private corporation that operatesai 
seven public radio stations, including both the largest individuals 
public radio station and some of the smallest. We operate with as 
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total budget of about $3.7 million a year. We serve audiences in six 
States and provide about 8 hours a week of programing to a nation- 
al audience via satellite. We operate one of the few public radio 
systems that has approached the level of development necessary to 
become a recognized, effective community service. 

Our timing has been perfect. We were formed about the same 
time as the Corporation for Public Broadcasting and achieved our 
greatest level of growth last year, when Federal appropriations 
were at their p^ak. I think we are probably one of the best exam- 
ples of the success of the Corporation for Public Broadcasting's 
investment in public radio. 

Many other public radio stations are following that same path of 
development. As this new concept for public radio broadcasting in 
America catches on, they will need the support of the corporation, 
as we have had. 

S. 720 recognizes some important aspects of the complex issues 
surrounding public broadcasting funding. But in particular, I would 
like to applaud the bill for its recognition of the importance of 
maintaining the advance-year funding concept. 

However, the biggest problem with the bill, bar none, in my 
opinion, is the level of authorization. $110 million is a 50 percent 
cut from the previous administration's budget proposals, which 
themselves were not keeping pace with inflation. All the technical 
adjustments that I have addressed in my written testimony are 
meaningless at that level of authorization. 

The Reagan administration budget for the Federal Grovernment, 
it seems to me, is attempting to control growth of Government. If 
CPB funding were to be held to a policy of zero growth, the 1982 
budget would contain an authorization of $220 million and an 
appropriation of about $172 million. 

Thanks to the careful work of this committee in the past, public 
radio has succeeded. The audience is growing, critics are raving. 
The people have begun to notice the service. Listeners are increas- 
ing their personal contributions. 

But with that visibility have come new costs. Copyright — some- 
thing we never were involved in before; they couldn't find us. Now 
we are organized professionals, and we are paying plenty for copy- 
right. State-of-the-art broadcasting equipment has now become nec- 
essary to produce the kinds of programs the people expect of us. 

Satellite interconnection fees; again, a major advance, but some- 
thing that brings with it major new costs. Those new costs, we 
estimate, will cost the public radio system alone $20 million per 
year by 1984, over and above what we are now spending. 

Inflation costs are exceeding $8 million a year. To simply stay at 
our present level of development, we are going to have to find 
private investment exceeding $28 million, if the Federal appropri- 
ations can be held at a no-growth ratio. 

With the Ways and Means Committee looking today and tomor- 
row at means to reduce the tax on unearned income from 70 
percent to 50 percent, the incentives for private support are falling 
as well. If the Federal authorization fell to $110 million and the 
appropriations came in under that, which it traditionally does, we 
have to add, in addition to all of the expenses that I have men- 
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tioned, another $60 or $70 million in new funding from private 
sources. 

No matter how you structure S. 720, the public radio system 
cannot absorb those simultaneous increases in costs at the same 
time as we are absorbing that kind of decrease in the Federal level. 
A $100 million authorization, in my opinion, will result in nothing 
more than the orderly dismantling of the public radio system and, 
with it, some 12 years of Federal investment. 

At zero growth, you would be making a significant cut, while 
upholding a principle, that few elements of the Federal budget can 
claim, zero growth. If you raise the authorization level, there is a 
fighting chance for survival. 

The challenge is to move fast enough in the next 2 years to cover 
inflation, growth, and new costs of visibility. To do that, I would 
recommend a couple of things, briefly. Most of them I have ad- 
dressed in written testimony. 

But I would like specifically to narrow the bill back to the 
concept of broadcasting, as opposed to public audio and video. That 
is ajuew industry, and one we can't take on at this point. 

Separate expansion from duplication. At this point, incentives 
are working to provide, more duplication of services than expan- 
sion of the system to unserved areas. 

Keep the match as an incentive. The match is working through- 
out the system, and it's important to the incentives we need to 
raise private funding. 

Encourage unrelated income ventures as a source of new sup- 
port. Don't tax them by deducting any proceeds from the Federal 
CSG grants. 

Finally, I would suggest that you keep the CSG grants flexible, 
the order to CPB being not less than 50 percent rather than 
specifically 50 percent, which allows them some flexibility to work 
with us, put money where it's needed. 

With those kinds of adjustments and a zero-growth authorization, 
we have a good chance to keep the system intact. 

Thank you very much. 

[The statement follows:] 

Statement of William H. Klino, President, Minnesota Pubuc Radio 

Each of the four major newspapers serving Minneapolis and St. Paul in recent 
weeks has had a major editorial calling for extreme caution in any effort to cut 
back on funding for public radio and television. In its editorial, the St. Paul 
Dispatch noted that is had predicted "that any budget cuts, no matter how justified, 
would bring forth great moanings and bellowings. It continues "the President has 
proposed his cuts. . . . (blush!) we add our own modest demurrer for public broad- 
casting." 

These editorials have generated a significant amount of mail on the subject. The 
letters are articulate in their support and need for public broadcasting. One that 
arrived this week characterizes many in saying "Public Radio is a very sood buy for 
the taxpayer." Nearly all supporters request a thorough examination of the federal 
budget, but they are wary or cuts in public broadcasting which might be so deep as 
to significantly alter the program services being provided. 

One of the reasons that the newspapers and tne letters urge such caution is that 
public broadcasting is a new and emerging program in this country. Public radio, in 
particular, is just beginning to be able to demonstrate its potential. There is not 
question that when CPB funding was made available to stations in 1969 and to 
National Public Radio in 1971, the first vestiges of the professional public radio 
system began to emerge. As CPB funds increased over the years, the system of 
public radio began to show significant growth and development. 
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CPB's funding for radio grew more slowly than its funding for television. As a 
result, the radio system has grown more slowly. However, that growth has tracked, 
in direct proportion, the catalyst that CPB funding has provided. For example, in 
1971 Minnesota Public Radio operated with a budget of $171,000. That year it 
received 13% of its budget from CPB. When I testiBed before this Committee in 
1978, we operated with a budget of just over $2 million, of which 18 percent came 
From CPB. Today we operate a system with seven stations serving urban and rural 
xwnmunities alike, including the largest public radio station in the nation as well as 
iome of the smallest. Our budget now amounts to $3.7 million of which some 17 
percent comes from the Corporation for Public Broadcasting. Thus, as a percentage 
3f our total expenses, the federal share has already begun to decline in spite of the 
Beict that federal appropriations have been gradually increasing. 

8. 720 

Many elements of S. 720 are designed in the spirit of reduced federal spending 
nrhich has so much public support. In a new nationwide service such as public 
broadcasting, which has begun to thrive only since the catalyst of federal funding 
was introduced, the key question seems to be: when is the appropriate time to limit 
ederal funding, and to what extent, without losing the signincant gains of the past 
;welve years? 

MAGNITUDE OF THE PROPOSED BUDGET CUTS 

The current authorization for 1984, proposed as part of the 1982 federal budget, is 
>220 million. S. 720 proposes a fifty percent cut in that authorization to $110 
nillion. That fifty percent cut comes at a time when only a few public radio stations 
lave reached what might be described as a "developed'' state. Of the seven stations 
operated by Minnesota Public Radio, only one could be categorized as having 
ichieved the critical mass necessaiy to 'serve its community adequately. It comes at 
I time when the increasing "visibility'' of public radio and its professionalism are 
nringing on new expenses such a copyright payments, satellite interconnection fees 
liid the need for studio and transmitter upgrading. Those new costs alone, by 1984, 
dU exceed the total of CPB's fiscal year 1982 community service grant appropri- 
ition to the public radio stations. 

While the hardware for the twenty channel satellite interconnection system has 
ust been put in place, the programs that system was designed to distribute have not 
teem fully developed. In radio, there are only three or four maior program produc- 
ioii centers outside of Washington. While many stations contribute to the program 
MToduct of National Public Radio, unlike television, few are able to develop regional 
ind local program series for national distribution. These centers are developing, but 
hey are not ^et in place. 

If the pubhc broadcasting system were notiHed now by Congress that its appropri- 
ition would not grow beyond the $172 million proposed for Hscal year 1983, we 
vould face a major challenge to find new sources of funding which would cover the 
Inflationary increases of some $20 million per year plus the new "costs of doing 
Nisiiiess" brought on by the professionalization of the system (amounting to another 
S20 million per year for radio) and the costs of increased local demands for service 
18 the radio system becomes more visible. In Minnesota, for example, we would need 
o find approximately $1 million per year in new non-federal funds by 1984 to meet 
ncreases m the "cost of doing business" without a decline in federal appropriation. 
Nith. a fifty percent cut in the 1984 authorization, that figure would rise to $1.5 
niUion, an amount that would require an increase of 40 percent in local fundrais- 
ng. 

"no growth" appropriaton 

llie momentum that has been built and the critical mass that has been estab- 
iflhed miffht carry us through the gap between the expenses of building a basic 
lystem, which is what we've been doing for twelve years, and the need to identify 
ind develop new sources of non-federal revenue to independently take on the costs 
if fviture growth and maintenance — if we did not have to replace current federal 
Imdiiig at the same time. A "no-growth" federal appropriation of $172 million 
iroitld actually represent a 22 percent cut from the Carter administration budget, 
ivfaich called for an authorization for fiscal vear 1984 of $220 million. That is, 
ivitliout a doubt, a larger percentage cut than the current proposals for most federal 
;irogram8. Obviously, if the "no-growth" principle were applied to all federal budg- 
Jt8 in fiscal year 1982, the President's objectives would easily be met without 
\irther damege to public broadcasting. 
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SPECIFIC PROPOSALS TO MAXIMIZE THE IMPACT OF S. 720 f 

While the goals of S. 720 are in many ways supportive of the specific needs of the 
public broadcasting system, including recognition of the importance of the advance- 
year funding principle, there are some concepts which should be examined careful- 
ly, if the bill is to maximize the ability of the system to carry out its mandate in a 
time of declining federal funding. 

(1) The Reagan Administration approach to the federal budget calls for a reduc- 
tion in growth of government. The public broadcasting budget proposals delete all 
growth and call for cuts in current (1981 appropriation) levels of federal funding of 
22 percent. 

(2) The public broadcasting system cannot absorb a fifty percent cut in the level of 
authorization for 1984, when combined with known unavoidable increases in costs 
arising from the successful development of the system. 

(3) A philosophy of reliance on private funding must be balanced acainst Adminis- 
tration proposals to reduce the maximum tax on unearned income from 70 percent 
to 50 percent— a proposal which already has some donors reassessing the advan- 
tages of sizable contributions to the non-profit sector. 

(4) Cuts in funding for the Corporation for Public Broadcasting must be viewed in 
context with proposed cuts in related federal funding for the public broadcasting 
system. In fiscal year 1981 Minnesota Public Radio received $70,000 from the 
National Endowment for the Arts; $260,000 from the NTIA facilities program and 
$23,000 from other federally funded projects— projects which are facing cuts ranging 
from 50 percent to 100 percent— which means an additional probable reduction of 
some $300,000 for MPR in the coming year. 

(5) Broadening of the federal mandate from "broadcasting" to "public audio" 
(which could include every ^rade school audio/visual department) in a time of 
declining federal support (and prior to having achieved the first goal of serving all 
of the people with a public radio and television signal) seems to be an incompatible 
objective. 

(6) System expansion to bring public radio to unserved areas is a difficult objective 
to achieve wiln either a no-growth or a declining federal appropriation. At a 
minimum, the term "expansion" should be defined in such a way as to reduce the 
requirement for CPB to provide community service grants for new stations which 
duplicate existing service and thereby limit the mandate for growth to "first serv- 
ice." Cities the size of Eugene, Oregon have three public radio stations, largely 
duplicating service. Minneapolis/St Paul are served by four CPB-funded stations, 
each with substantial programmatic duplication. All signs indicate that rather than 
providing first service to unserved parts of this country, the current language is 
encouraging multiple and duplicative services. 

(7) Free-enterprise incentives can work as effectively in non-profit corporations as 
they do in the profit-making sector. Every possible incentive should be included in 
the language or the bill which would assist stations in developing new, non-federal 
income. The same kind of marketplace strategy that is being proposed in so many 
other regulated federal programs can be applied and should be applied to public 
broadcasting. Matching funds and the non-fecferal match principle tend to maximize 
a station's incentive and serve as leverge to develop new sources of revenue with the 
corresponding reward of a larger Community Service Grant. Removing the match, 
or placing an arbitrary "cap" on CSG grants, serves only to reduce those incentives 
ana remove that leverage. Stations with creative program production capacities who 
draw national underwriting or who sell programs to other stations, will and should 
receive larger community service grants. Locally, our two stations serving Minne- 
apolis/St Paul earn larger CSG's than our five rural stations. However, those funds 
give us the ability to provide better regional programming to the other stations in 
our system, and they enable us to serve the national system by reinvesting those 
funds in new program concepts which provide the system with high-quality pro- 
gramming. MPR currently provides 8 hours per week of "national programming," 
without cost to the public radio system, as a by-product of the larger C^G's which 
we receive. 

(8) A change in policy to direct funds to "needier stations" must be reviewed in 
context. All of public radio would be described as needy by our European and 
commercial colleagues. But within the public radio economy, the needier stations 
are often those which have not done well in the marketplace because they do not 
have any significant audience; they do not have community or institutional support; 
and appropriately so, their community service grants are smaller. To reverse the 
incentive, or to alter it, could result in a broadcasting "welfare" system which 
rewards the stations which achieve the least. 

(9) Proposals to reduce CSG's on a dollar-for-dollar basis with any funds generated 
from unrelated business activities becomes an "investment tax penalty." Funds, 
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generated from any source and invested in the program product, should be encour- 
sged. To deduct federal funds for every dollar earned ensures that no risks will be 
taken and no new creative approaches to raising non-federal dollars will be devel- 
oped. 

(10) CPB remains an important agency in insulating federal funding and in 
exercising judgment on the most effective way to distribute federal funding to meet 
the legislative mandate. Because of CPE's potential influence on the development of 
the system, I would support maintaining the Board at its present size. However, I 
would urge an even stronger directive to the Reagan Administration on the selec- 
tion of B^rd members which would ensure that they are chosen in a manner which 
encourages selection of persons who are eminent in their flelds and recognized 
leaders of their communities. 

(11) Flexibility in CPB's decision process should be supported. The 50 percent set- 
aside for CSG grants is a key element of the funding mix. The language in S. 720, 
however, is too specific. Instead of reserving "an amount equal to «50 percent" for 
the stations, I would urge you to change that to "not less than 50 percent", thereby 
adding to the flexibility of CPB to respond in directing its funds in a way that will 
provide maximum system incentive. 

(12) Limiting CPB expenditures to "prc^amming" is largely cosmetic language. 
Hie only business of public radio stations is programming. To account for expendi- 
tures in a way that ensures that CPB funds go for direct programmatic expense 
irhile corporate, institutional or listener dollars are spent on electricity and rent is 
sm unnec^sary safeguard, given the nature of the busmess of the stations. 

(13) A directive to CPB to provide specifically for public radio has been addressed 
in previous bills due to the historic lag in CJPB's commitment to development of that 
nedium. Legislative instruction to CPB which would iustify their continuing effort 
JO "catch up ' in developing a public radio system should be an important element of 
uiy bill. 

(14) If contractual agreements permit, language to remove the requirement that 
stations return revenue generated by the satellite system to CPB should be removed 
Prom CJPB-station agreements to provide stations in the public radio system with an 
Bulditional tool to concentrate on maximizing new sources of revenue rather than 
debating how to divide any such revenue with the developers of the satellite system. 

FEDERAL FUNDING HAS WORKED AS A CATALYST TO BUILD PUBLIC BROADCASTING 

Various branches of the Federal government have been encouraging the develop- 
ment of a system of public broadcasting since FCC Commissioner Freda Hennock 
called for a set-aside of frequency space for educational purposes in the late 1940'8. 
Since that time, reserved frequencies, equipment funds, program funds and oper- 
ational funds have appropriated by the federal government and granted to groups 
interested in developing public broadcasting stations. Critics have cheered thede 
efforts, audiences have volunteered financial support and the public has been given 
a meaningful alternative to what is called the world's best system of commercial 
broadcasting. Federal investment have been a resounding success! 

Minnesota Public Radio would be described by most analysts as being in the 
forefront — among the most — advanced in the public radio system. It was created one 
year before CPB and it now serves urban and rural local, regional and national 
audiences. It has been creative in the conception of new innovations, such as special 
service programming for the blind utilizing subchannel technology, and special 
program dissemination via cassette and cable. It is among the most honored of 
broadcasting organizations for programmatic achievement. It has been a leader in 
developing new sources of non-federal revenue, and it annually raises more of that 
revenue than any other public radio station or system. 

These credentials should give credence to my conviction that the federal legisla- 
tion has been working effectively and must now be adjusted carefully. The Board of 
Minnesota Public Radio, itself comprised of leaders of the communities we serve, 
describes the organization as being in a period a consolidation. We have come close 
to meeting the objective of the Public Broadcasting Act of 1967 in terms of commu- 
nity service. Our effort now is to maintain the service that this community has 
come to rely on. 

We have tapped all major financial resources as effectively as any public broad- 
casting entity. Major new financial resources are not likely to materialize. In order 
to preserve the gains that have made, and to preserve the effect of previous federal 
investment in this system and those like it, your legislation this year will require a 
scalpel rather than an axe. Careful surgery has been the hallmark of the Senate 
Committee. I hope these comments will assist you in that challenge. 

Thank you. 



Digitized by 



Google 



120 ] 

\ 

Minnesota Pubuc Radio, 

St. Paul, Minn., April 23, mi p 

Senator Barry Goldwater, : 

Russell Senate Office Building, \ 

U.S. Senate, Washington. D.C. t 

Dear Senator Goldwater: Thank you for your letter of April 15, 1981, asking me ^ 
to respond to an additional question arising out of the hearing on S. 720. 

You asked: "How would you amend the Unrelated business income' language in S. | 
720, giving due deference to our concern about federal subsidy of competition?" I 

I would amend the language by deleting it. 

Your worry about a federal subsidy of competition is understandable. However, 1 
think that review of existing law and regulation concerning unrelated busineas 
income earned by non-profit corporations will allay your concerns in this regard. 

The section in S. 720 refers to the filing of a return with the Interanl Revenue 
Service to declare unrelated business income. This is form 990T. The purpose of the 
form is to assure that any income which a non-profit corporation mlakes which is 
unrelated to the performance of the activities for which it enjoys a tax-exemption, is 
taxed on the same basis as is income created by a profit-making firm. There is no 
unfairness in this regard. 

In particular, the Internal Revenue Service has been very careful to delineate the 
rules under which the sale of advertising in a "membership magazine" must be 
taxed. The regulations make it exceedingly difficult to avoid tcucation on the sale of i 
advertising in a membership magazine wnich has any success at all. 

As a further protection, CPB regulations specificallv provide for annual reports " 
concerning the expenditure of CPb fimds; and these funds cannot be expended on ^ 
profit-making activities. ^ 

At a time when the Congress is proposing to reduce the federal assistance to \ 
public broadcasting by 50 percent, and encouraging it to look to other sources of ^ 
support, it is essential that you remove any language which would reduce the , 
incentive to earn new income. Your current proposal amounts to an "investnient 
tax penalty'' by reducing federal support because new income has been earned. : 

Secondly, you asked: "Some managers of mayor market stations have alleged that j 
the concept of 'needy stations' in S. 720 does not reflect a consideration of the , 
increased costs and competition in these mayor urban centers. I recognize that these 
factors are relevant to a determination of need, but haven't your fundraising perfor- 
mances in recent years ably demonstrated that you have tremendous resources ! 
available to you?" 

The business of public broadcasting should not be operated as though it were a 
welfare agency. CPB funding is not intended to keep people alive — it is intended to 
be a catalyst to encourage excellence. We should not be operating a system which 
encourages licensee mediocritv, and does not provide an incentive for excellence. 

Excellence is best measured by the willingness of the community — both the pri- 
vate and the public sectors — to support the radio or television station. In communi- 
ties with greater financial resources, stronger stations will evolve and with them 
come programmatic benefits for the entire system. 

CPB currently provides a "base" grant to all stations which meet their criteria 
That base grant can very from about 39 percent of a small station's budget to 3 
percent of a large station's budget. That base grant "redistributes the wealth" 
through a non-linear distribution formula in order to assure that a basic service is 
provided to each community. The system has recognized the need for this distribu- 
tion and has set appropriate policies in place. Further legislation in this area would 
upset what appears to be a successful system economy. 

A change in policy to direct funds to "needier stations" must be reviewed in 
context. All of public radio would be described as needy by our European and 
commercial colleagues. But within the public radio economy, the needier stations 
are often those which have not done well in the marketplace because they do not 
have any significant audience; they do not have community or institutional support; 
and appropriately so, their community service grants are smaller. To reverse the 
incentive, or to alter it, could result in a broadcasting "welfare" system which 
rewards the stations which achieve the least. 

While we operate six "needy" stations and one "large" station and therefore 
might beneHt from a change in emphasis to the support of the "needier" stations, 
we do not support the concept. While fundraising at our largest station is sucoeesful, 
it is not providing more than the funding required to cover the inflationary in- 
creases or doing business. There is little, if anv, real growth and virtually no 
likelihood that we could replace CPB funds with local fundraising. If that becomes 
necessary, the equality of the largest stations will simply decline as will the program- 
matic contributions they make to other stations in the system. 
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Finally, I would like to suggest that, as the growth of public radio continues, it 
may be appropriate to amend your language which proposes that each eligible 
licensee receive a basic grant. This language is encouraging duplicative service with, 
in several cases, three or more similar stations being supported b^ CPB in a single 
oommunity — sometimes as small as 50,000 people. That not only dilutes the effect of 
CPB fundmg but, as one listener from Los Angeles wrote to me this week: "I have 
four stations in Los Angeles and, if I supported all of them, it would cost $70 per 
year which is more than I can pay. . . ." All are NPR affiliates and all are similar in 
proerammatic format. As this duplication grows, not only will the effect of CPB 
ninaing be diluted, but a similar confusion on the part of listeners will result in a 
disincentive to private support of any station. This would be the appropriate time to 
instruct CPB that, in the future they might exercise judgment and provide CSG 
grants only to those new stations which provide a first service or a new service to a 
oommunity. 

Thank you for your interest in determining how your legislation will affect our 
stations. 

Sincerely yours, 

William H. Klino, President. 

Senator Goldwater. Thank you very much. Senator Schmitt? 

Senator ScHMm. Thank you, Mr. Chairman. 

Gentlemen, some of the witnesses express concern that the $1 
million cap on basic grants imposed by the bill would affect nega- 
tively the national program production capabilities of the largest 
stations, where most of these are produced. 

Isn't it likely, though, that the new emphasis placed on program 
production overall by the bill would make up the difference? 

Mr. Chamberun. If 1 may comment on that. Senator Schmitt, 
Brst of all, let me start by saying that I believe there is a funda- 
mental misconception that there are indeed strong stations and 
weak stations in this system. 

The fact of the matter is that we are all weak stations to a great 
extent. The large stations have much greater risks that they are 
running, and at the same time, they take on the burden of national 
programing. In my opinion, if the bill is at $110 million or $100 
million, there has to be a cap on station grants. 1 would much 
prefer to see that worked out between the CPB and stations than 
to have that cap fixed in the bill itself. We have done it before 
when public broadcasting first came into being, we had a cap on 
community service grants that we worked out by the stations and 
approved by the corporation. 

I would prefer to nave that cap worked out that way rather than 
having a particular figure put in the bill which may or may not be 
really appropriate. 

Senator Schmitt. You don't think we can work that out, the 
level of cap, through discussions with people like yourself in hear- 



Ir. Chamberun. Well, you might, but it's fairly complicated. 
And I just think 

Senator Schmfft. Beyond the capacity of the Congress? 

Mr. Chamberun. No; I don't mean complicated. Let me put it 
another way. 1 think if you have something that is agreed upon by 
the recipients among themselves and worked out, why, it tends to 
be more accepted and better appreciated by them than if it's im- 
posed upon them. 

We can do it. 1 don't have any question about that. If you are 
talking about larger appropriations, then I don't know that we 
need the cap. But with the amounts fixed in this bill 1 am pretty 
sure we have to have a cap. 
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Senator Schmitt. What is your gut feeling, if you are willing to 
give it to us, where that cap would end up in the course 

Mr. Chamberlin. I would put it at a higher figure, somewhere 
around a million and a half, a million and a quarter. Something 
around in there. 

But again, you have to look at it fairly closely and see what the 
effect is going to be. The effect will be that a number of stations 
will be affected. But at the $110 million appropriation level, it's my 
understanding only three or four stations will be affected. 

Mr. KuNG. Senator, in radio the dollars are different. But basi- 
cally, I would not support a cap either. I think caps are arbitrary. I 
think the marketplace and economy is working in public broadcast- 
ing. 

We raise more money in Minneapolis than in Fargo. The money 
we raise in Minneapolis provides programs to go out to our stations 
in Fargo. It's redistributed that way and it is redistributed nation- 
ally. 

I think the importance of the match principle which gives us 
every incentive to raise every dollar we can raise wherever we can 
raise it, whether in New York City, Minneapolis, or Duluth, should 
be preserved. 

Any cap on that fundraising effort is going to destroy that incen- 
tive. The gains really are not worth it, it seems to me. 

Mr. McCarter. It is worth retaining the matching principle. Any 
cap that is decided on can, I believe, be successfully worked out 
between the corporation and the stations. 

But most importantly, with or without a cap, there is not enough 
funding to produce programing for the system — new sources of^ 
income must be infused into it. With or without a cap. 

Senator Schmitt. I am sorry, I was a little bit late. But did you 
all comment about the unrelated business income language? 

Mr. Chamberun. I think we did to a certain extent, but w^ 
would all three be glad to comment on it a little further. 

Senator Schmitt. Would you, please? 

Mr. Chamberlin. Yes. I feel strongly that the emphasis in the 
bill on encouraging us to generate outside income is very salutary. 
I think it will help us to some degree. I don't believe it will help 
make up, to any large degree, the loss of funding that we will 
suffer as a result of the decline in Federal funding except under 
certain conditions that Mr. McCarter has talked about earlier. 

I do feel that the provision which in effect penalizes us for 
outside income, in other words, deducts from our station grant the 
amount of income we receive additionally, is a great disincentive 
and will take away a tremendous amount of the drive and incen- 
tive we have to develop new kinds of funding for public broadcast- 
ing. 

Mr. KuNG.I think that is the main problem, whether you really 
have an investment tax penalty. It's not encouraging investment. 
It's much easier to sit back and take the community service grant 
than to go out and try to find new sources of revenue. 

It seems your concern is one that — unrelated fundraising is ap- 
propriate for a public broadcasting entity. As long as you have 
some language which guarantees that the proceeds are reinvested 
in the mission, the program product of public broadcasting, I think 
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you would have no problem in allowing it to be generated without 
taxing the CSG and penalizing it for any new dollars raised. 

Mr. McCarter. Regarding unrelated business income, it really 
lias not materialized as a significant force as yet. I am familiar 
^with almost all the initiatives in that area and none have really 
l)egun to produce significant income. 

We just completed a study in Chicago, a 2-month detailed study, 
enormous detail and research with a major Chicago advertising 
firm to determine the potential income from a limited advertising 
plan. 

The study outlines audience data for the past year. The net of all 
this was that the plan would have been very attractive to potential 
advertisers-underwriters and that the station would have received, 
if a plan had been in effect last year, a net income of over $6 
billion during that year. 

Senator Schmitt. Do you think that unrelated business income 
represents Federal subsidization of competition for commercial 
stations? 

Mr. Chamberun. In our case, WETA's case, I don't believe it 
does because we will not be using any equipment funded with 
Federal funds in the generation of outside income. 

We will be separating the generation of that income into a 
taxable subsidiary which will pay taxes just like any other entity 
here in the Washington area. Then the profits, hopefully from that 
subsidiary, will go into programing at WET A. 

So I don't see under those circumstances that there is any unfair 
competition or subsidization of our private business. 

Senator Schmitt. Do you think the bill adequately protects the 
government or commercial entities? 
Mr. Chamberun. I would have to study the particular language. 
Senator Schmitt. I hope you will. 

Mr. Chamberun. I will be pleased to do so. It's very important. 
We have been fortunate in many respects. Commercial entities in 
this city, television, radio, and other related kinds of business, have 
been helpful to WETA. 

We are not in a position where we can make enemies or stir up 
that kind of opposition. So we want to have that situation as clear 
as we can make it. 

Mr. McCarter. We would be as anxious as you to caution 
against any misinterpretations in those areas as well. If indeed 
unrelated income really began to amount to something, as has 
been the case in the past, taxes would be paid on it. 

However, when you move over into a more significant area 
where there is truly new income, perhaps something like major 
underwriting or an advertising plan, we feel that the dollars that 
would be achieved in those sectors would call for the stations 
achieving them to forgo their Federal grants, return them or not 
take them in the first place. 

So I think there are tradeoffs in both ways in order to enfuse any 
vitality into the system. 

Mr. KuNG. As you look at unrelated income, it's an incentive 
that all of us would applaud. But when you look at the public radio 
stations you have to look at it differently. There isn t the same 
magnitude of funding out there as potential income. 
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Eighty-some percent of our licensees are university licensees. 
Universities are not about to get into that kind of unrelated 
income projects, so I guess I would applaud the concept. We will 
try to make some efforts in that area. 

Again, if any significant funding does come, it will be taxed. 
Whatever you do you want to be careful not to take away that 
incentive by penalizing the community service grant on a dollar- 
forndoUar basis, and second, not to assume that that is going to 
solve the problem in funding for public radio. 

It's a small amount of money in our particular case. 

Senator Schmitt. Do you think the bill should make a stronger 
distinction between public radio and public television than it does? 

Mr. Kling. That is one of the areas, certainly, that it should. I 
think in general, there are places where public radio and television 
are quite different, the new technologies are affecting them differ- 
ently and 

Senator Schmitt. We are at least attempting to make a distinc- 
tion in the facilities program, as public television has a good per- ' 
centage of facilities whereas public radio, at least in more rural 
areas, has not achieved the same level of coverage. ' 

Mr. KuNG. We have been through the technological revolution 
television is about to go through. There are 40 channels of radio in - 
this city now. You talk about public audio in your bill, and I am 
encouraging you to get back to public radio. Public audio may 
mean every grade school audiovisual department. 

We don't know what you are getting into if you broaden the 
language to that extent. I think there is another case where radio 
may be different from television. Technology in television may 
mandate public video. 

Mr. McCarter. I would add strong concurrence to that, Senator. 
This is definitely an area where separate attention should be made 
to radio and television, and really illuminate the major differences 
in their income funding structures. 

Mr. Kling. The problem, of course, is if you are looking at 
cutting the Federal appropriation because you see mcgor new 
sources of funding coming in from unrelated business income or 
wherever in public television, the impact as it filters down through 
the corporation for public broadcasting will be the same for radio 
as television. 

You will be reducing the radio appropriation under the assump- 
tion that the same kind of new income is there. And it isn't. I am 
not sure it's there in television. But it certainly isn't there in radio. 

Senator Schmitt. Thank you, Mr. Chairman. 

Senator Goldwater. Thank you. I want to remind you and all 
the witnesses that we are just in the process of drawing up this 
legislation. We are not necessarily in agreement with the figures, 
but we are faced with them. 

It's a very realistic set of figures that we have been successful 
with so far. 

I might say a comment on how popular your station is. My wife 
stays up half the night listening to the radio. I go to bed. Every 
morning when I wake up, it's tuned to your station. 

Mr. Chamberun. That's wonderful to hear that. Senator. 

Senator Goldwater. You don't go on early enough for me. 
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Mr. Chamberun. You are on radio yourself pretty early in the 
morning. 

Senator Goldwater. That's right. 

Mr. Chamberun. I hear you on radio. I think it is 7:30, or 
thereabouts. 

Senator Goldwater. I note that today's Washington Post reports 
that WETA and stations in New York and Boston, and I under- 
stand Chicago, have formed separate profitmaking subsidiaries to 
try to make up for losses that will be sustained by reduced Federal 
dollars. 

Does that structure provide insulation from incurring unrelated 
business income for the nonprofitmaking parent? 

Mr. Chamberun. Yes, sir. At WETA, we had very careful coun- 
sel on this matter before we established a profitmaking subsidiary. 

And we think there is nothing that we will be doing or the way 
i¥e will be doing it that will throw into jeopardy in any sense our 
profit status. 

We have been very careful about that. I think we have done it 
correctly. 

Mr. McCarter. Fm reminded of the saying, "Reports of my 
demise are greatly exaggerated." We have not really located any of 
those profits yet. We expect to form a subsidiary. Once we do our 
response will be the same as Mr. Chamberlin's. 

Senator Goldwater. We had just heard that. It was not in the 
Washington Post. If it had been in the Washington Post, I would 
have shared your apprehension. 

Now, each of you have endorsed maintaining the matching 
scheme. How can we realistically and cost-effectively maintain 
such a system with the significantly reduced Federal dollar? 

Mr. KuNG. Senator, I think the match formula may have to be 
a4justed somewhat. You will have to look at that when you look at 
the technicalities of the bill. It's the principle that is the key. 

The match of the Federal system sets the philosophy for the 
entire system. It's one of the main incentives we have in raising 
money. It's one of the things that makes every station work to 
increase its own CSG because there is a direct reward. 

The more we raise in our local communities, the more comes 
back from the Corporation for Public Broadcasting. 

I think it would be a mistake to change that principle. It's one of 
the few principles in the Federal Government that does give a 
reward to achievement. That is one of the things I think that has 
made public broadcasting grow as fast as it has grown. 

If you take the principle out on the Federal level, it will probably 
disappear as it filters down through the internal mechanisms of 
ttie system. And you don't want to lose that. 

Mr. McCarter. We recognize your point. However, the matching 
language when used by a station can be a very strong funding 
incentive. Even though there may be limits to that match. It's a 
very useful device at the local level. 

Senator Goldwater. We are interested in that because CPB 
estimates that last year it cost almost $325,000 for it to administer 
the matching scheme so it's a very costly enterprise if that figure is 
correct. 
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Mr. KuNG. You might find they would spend the same amount 
of money administering something else, Senator, if they weren't 
administering the matching scheme. 

Senator Goldwater. I won't comment on that. 

Gentlemen, we thank you very much for being with us. We will 
submit your full statements for the record. 

During the course of consideration, I hope you will feel free at 
any time to come up with ideas. This is not an easy piece of 
legislation, as you might well imagine, because while your viewing 
audience is not on the astronomical side, it is on a very, very 
selective side. 

The type of television you do I wish could filter down and be an 
example to some of your more affluent brothers who make it on 
their own. 

Thank you very much. 

The next panel will be Mr. Bob Ellis, general manager, KAET, 
Arizona; Mr. James Dryden, general manager of KRWG, from New 
Mexico State University at Las Cruces; Mr. Steven Meuche, gener- 
al manager of WKAR, East Lansing, Mich.; and Mr. Kim Hodgson, 
manager of KUOW, University of Washington, Seattle. 

Gentlemen, nice to have you with us. We will start with Mr. Bob 
Ellis from Arizona. I needn't remind you of these lights. I think 
you have watched them work. 

And your full statements will be printed in the record as if 
delivercKl. But we would appreciate brevity. 

Senator Schmitt. I would like to welcome Jim Dryden from Las 
Cruces here today. It's great to see you again. We get together 
quite often out in the State to talk over these matters. 

I am anxious to hear you share them with the rest of the sub- 
committee. 

STATEMENTS OF ROBERT H. ELLIS, GENERAL MANAGER, 
KAET-TV; JAMES DRYDEN, GENERAL MANAGER, KRWG-TV; 
STEVEN MEUCHE, GENERAL MANAGER, KWAR RADIO; AND 
KIM HODGSON, STATION MANAGER, KUOW 

Mr. Elus. Senator, this may not be the time and place to thank 
Congress for giving the people of the United States the gift of 
public television, but it may be my only opportunity to do so. 
Thank you for your generosity. Congress, it is truly a unique gift. 

Before I comment on the bill, I have a point to make. I read 
articles that public television is in disarray. That no one voice 
speaks for it. I believe from the very beginning Congress intended 
for the stations to be independent. That it is correct for the stations 
to disagree. 

Public television is a democracy and there are many voices to 
sort out. But that is a strength of public television, not a weakness. 

It is obvious I am not used to testifying in this environment, so I 
won't be as articulate as those who appear often in this setting. I 
do hope I can make a few helpful remarks about the l^islation. 

First, I am glad we have a bill to discuss. Without new authoriza- 
tion, there would be no funding. Second, the bill does provide for 
advance funding. Third, I applaud the continuation of the facilities 
provision. I am troubled by some aspects of the bill. 
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Senator Goldwater, I think you and I agree on the principles of 
localism, that the stations should decide what is aired on their 
transmitters. I am not sure that this bill gives the stations full 
authority for that responsibility. 

The bill restricts station grants to programing. Someone at the 
national level will then have to decide what is programing, and 
program related and what is not. Whether or not that is desired by 
the corporation, I believe CPB will have the authority to monitor 
and make station grants for the local programing. 

At the national level, CPB will have complete authority over 
funding for national programs and not necessarily with station 
input. 

Furthermore, I believe there will be less money for the stations 
and maybe more money for national purposes. 

Let's see how this could affect KAET in Phoenix. The current 
community service grant is about $550,000. Because of overall fund- 
ing reductions, the KAET grant in the future, say 1984, will be 
alt^ut $320,000. But in 1984, we will have to pay full interconnec- 
tion costs as well as cop)n-ight and other expenses which are now 
paid in whole or in part by the corporation. We are transferring 
that expense to the stations. It is estimated that that cost to KAET 
could be as high as $120,000. So, usable dollars to KAET from those 
grants will decrease from $550,000 to $200,000. But it is estimated 
that CPB funds for national purposes will go slightly upward 
during that period. 

That isn't consistent with the President's budget message which 
said: 

Reductions will be primarily directed at CPB's administrative costs and national 
program productions while CPB support for local stations will be maintained at as 
high a level as is possible. 

What can be done to improve the bill? 

One, allow grants to the stations to be unrestricted. Two, remove 
the language that fixes station grants to exactly 50 percent of the 
appropriation. Three, consider increasing station allocation to 
maybe 75 or 80 percent of the appropriation. Four, permit the 
stations to decide on the station's distribution formula. Five, 
permit the station's input into national production funding, into 
that whole process. 

Finally, Senator Goldwater, your introduction to the bill, but I do 
not find this in the bill itself, suggest that stations be allowed to 
engage in commercial ventures to offset reduced Federal funding. 

I honestly don't know if that will work. But if it is included in 
the final bill, there should be careful examination and maybe 
testing of that concept before it is adopted by the whole system. 

Senator, my time is quickly drawing to a close. I appreciate the 
invitation allowing me to testify here. I assure you if there is a 
reduction in Federal funding, we at home, your station, KAET, will 
do ever3rthing in our power to continue to serve the people of 
metropolitan Phoenix, Ariz., with the best public television pro- 
gram available. 

Thank you very much. 

[The statement follows:] 
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Statement of Robert H. Elus, General Manager, KAET r 

■52 

This may not be the time and place to thank Congress for giving the people of the ^^ 
United States the gift of public television, but it mav be my only opportunity to do '^ 
so. Thank you for your generosity, Congress, it is truly a unique gift. .^ 

The potential for public television was originated by the first Carnegie Commia- ^ 
sion, but Congress implemented that creative concept. The results are that only ^ 
fourteen years after coining the term "public television" we have a system com- , 
posed of independent stations, joined together in many different confederations, ] 
broadcasting diversified schedules of unsurpassed programming. 

The record of growth and achievement is amazing. Outstanding programs for 
children, the only continuing science series on television, a complete ranse of music, 
the best in drama, and award-winning public affairs proc^rams. Public television has 
pioneered domestic satellite interconnection, stereo ana multi-lingual translations 
for television and captioning for the hearing impaired. 

The initial funding from Congress— and subsequent increased commitment— trig- 

fered local support from individuals, businesses, and governmental agencies. The 
'acilities Act helped to build the stations and the programming followed. I am 
proud to say that 1 am a part of public television. 

I remember noncommercial educational television prior to 1967. In 1961 KAET- 
Phoenix went on the air and we tried very hard with a half dozen staff members to 
fill the 25 on-air hours per week. The programs were not very good and I'm not sure 
there was an audience. Today, as KAET celebrates its 20th Anniversary, there are 
more than 300,000 households tuning to Channel 8 every week, and some 50,000 
friends sending their financial support to the station. Viewers write and call to tell 
us they "love KAET, and that Channel 8 is an important part of their daily lives. 
The most common compliment is that KAET is an oasis in tne desert of commercial 
television. I hope the members of Congress realize the impact of public television on 
our viewing public— the beauty that it brings into homes. 

Before I comment on S. 720, 1 have an important point to make. I hear comments 
and read articles that public television is in disarray — that no one voice speaks for 
it. However, in analyzing public television, one finds small stations, large stations, 
community stations, university stations, and state stations. There are national 
organizations, regional groups, a Latino consortium, a Native American consortium, 
and so on. 

No two stations have exactly the same program schedule and each station is 
independent. When each station represents dinerent areas, needs, and interests, 
how can one voice speak for all? 

1 believe that from the beginning Congress intended for the stations to be inde- 
pendent. 1 believe the intent was for the "bedrock" of public television to be the 
local stations serving their communities. The system was built up from the stations, 
not down from a network. The stations seldom agree, they argue, debate, negotiate, 
compromise, and are irascible and sometimes irrational. But public television is a 
democratically conceived system, democracies are awkward. But we cherish the 
result— freedom, and local initiative and responsibility. 

So, while there are many voices to sort out, please understand this is a public 
television strength, not a weakness. 

Let me turn to the bill itself. The question posed by S. 720 is how to divorce the 
Federal Government from public television without irreparable financial damage to 
PTV. In the past an alternative to Federal funding nas been elusive. We nave- 
examined trust funds, dedicated taxes on radio and TV sets, a tax on commercial 
TV, and an individual tax credit. We have settled for direct appropriations. 

Now the stations are asked to increase their efforts to be self-supporting and the 
Federal role in financing public broadcasting will be reduced. Altnough f disagree 
with the premise; 1 recognize that is a judgment that ultimately the Congress will 
have to make. For us self-help is nothing new; we continue to work diligently to 
raise more income to expand and improve our services. 

Some very positive items are included in S. 720: 

1. Continued funding (although greatly reduced) on a multi-year authorization, 
and advanced year appropriation basis is consistent with past insulation practice 
and gives the stations lead time to plan and develop programs. 

2. We need the facilities program. Our equipment is old and getting older and we 
still have areas which are unserved. 

3. And the crux of the bill, greater freedom for the stations to engage in commer- 
cial ventures. In the introductory statement that accompanies the bill there is a 
suggestion that advertising be permitted: "Perhaps the time has come for some form 
of limited advertising for public broadcasting." 

As an aside comment, two years ago the Buffalo and Phoenix stations made a 
modest proposal to the Federal Communications Commission that WNED and 
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KAET be permitted to conduct an 18-month experiment with "institutional cluster 
commercifids." That experiment was never conducted. However, when the news of 
this original proposal reached Phoenix, we had calls from viewers who complained 
about thoughts of advertising; members of our Community Advisory Board were 
reluctant to accept the concept. The Arizona Republic printed an editorial which 
closed with the following statement: 

"From every standpoint, save only KAET's desire to get more money, the idea of 
putting commercials on Channel S is a bad one. It should be forgotten." 

However, recently on March 20, 1981, the Phonenix Gazette, published by the 
same owners as the Arizona Republic, editorialized in favor of limited advertising 
and stated: "* * * if commercials are needed to continue this valuable service, then 
why not?" 

In speaking for KAET I find the advertising challenge enticing but the risk great. 
I have been asked some difficult questions by staff, university officials, the newspa- 
pers, commercial television, and my Community Advisory Board: 

"Would Congress be willing to pass legislation that would allow advertising on 
noncommercial television? How long will that take? How will commercial broadcast- 
ers react to increased competition? What will happen to our individual supporters? 
What will happen to our business underwriters? Will corporations cease to fund 
national productions in favor of commercials? Will talent costs, copyright, etc., 
increase? 

I can't answer these questions. But I do know that the stations will need adequate 
experimentation to learn what sort of advertising will work and be acceptable. 
Maybe it won't work at all. But in any case, the stations must test the advertising 
concept, before we can rely on it. 

I believe that with changes some aspects of S. 720 can be strengthened. 

1. The stations need increased flexibility in deciding such issues as how the 
Community Service Grants should be distributed among the stations. The current 
CSG formula was devised after exten^e study by station representatives, and then 
was nearly unanimously approved by the stations. It is the basis for allocations and 
for payments. 

For example, the KAET CSG is approximately $550,000, and WNET in New York 
City receives $4.7 million. But WNET's dues are nine times the KAET dues. The 
same formula applies for interconnection, programming and other costs. This formu- 
la has worked successfully for the past five years. I suggest the stations should 
redevise the formula, bearing in mind the limitations of S. 720. 

In this regard, I believe you could assist us by confirming our historic practice — 
that is, that the licensees themselves develop a recommended formula, and that it is 
then reviewed and adopted by the CPB Board unless they find it flawed in some 
way. Present statute says that CPB will adopt a formula in "consultation" with the 
licenses. I believe the statute could more accurately reflect our present practice, and 
reenforce the principle of local initiative and responsibility, if it said something like 
"adopt a formula recommended by the licensees." The purpose would not be to 
suggest that the CPB Board is bound to adopt whatever formula the licensees 
recommend — that would be a denigration of its trusteeship responsibility — but 
rather to confirm that the initiative should rest with the licensees, and that the 
Corporation should not adopt a formula that does not have the endorsement, under- 
standing and support of a clear majority of all licensees, large and small, from coast 
to coast. 

2. The present unrestricted concept of station grants is more desirable than 
restricting the stations grants to programming, the unrestricted approach has 
worked well in the past. With its present language S. 720 could be interpreted that 
Congress intends for CPB to monitor local programming. I don't believe that is the 
true intent. An editorial in a recent issue of the Tempe Daily News stated the 
following: 

"If funding is to be reduced, so be it. But let's not attach that limited funding to 
strings that could tie up in knots the very programming that makes public broad- 
casting the popular alternative it is to private broadcasting for many Arizonans." 

3. 'The language in the Public Telecommunications Financing Act of 1978 is 
specific concerning the percentage allocation of funds to TV and radio stations. The 
1978 Act says: "CPB shall reserve not less than 50 percent for the stations." 

The language indicates a strong desire by Congress to support the stations and 
allows increased support above 50 percent if necessary. The current allocation is 
slightly more than 60 percent. 

The S. 720 language fixes the sum at 50 percent. The provision of the bill as 
drafted has the result that: 

a. The radio and television stations suffer a reduction of 60 percent or more in 
their grants while. 
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b. The available funds to CPB for national radio and television programming and 
administrative expenses actually increases slightly in spite of an overall reduction 
of the appropriations of over 30 percent. I don't believe that was the intent of the 
President in his budget message and I certainly hope it is not the intent of Con- 
gress, to limit the station grants to 50 percent of the authorization. Rather than 
reducing the proportion, Congress may want to consider increasing the distribution 
to the stations to 75 or 80 percent — particularly if overall reductions in the appro- 
priation are necessary. 

4. The words "public broadcasting' ' and "public telecommunications'' are confus- 
ing, and I can't determine if these terms are used interchangeably in S. 720. The 
word "broadcasting" has been used for many years and we all understand the term. 
But telecommunications is vague and difficult to define. What is a telecommunica- 
tions entity? 

5. The terms "public audio" and "pubic video" also confuse me. Does public audio 
and video mean public television and radio? If Congress intends to limit funding to 
public television and radio, the language in S. 720 should be changed. If the 
intention is to broaden the scope of the bill to include other entities, considering the 
reduced funding, that intention should be clearly stated, and the other entities 
clearly identified. 

Another aside. In the past the actual appropriation for public television and radio 
has not equalled the authorization. This means that in 1984 the stations would 
likely receive a smaller appropriation than the $110 million authorization called for 
in S. 720. The stations should be ready to take advantage of all funding alternatives 
in light of this additional reduction possibility. But S. 720 does not contain adequate 
incentives for this. First of all, there is no specific language in the bill that would 
permit the stations to engage in commercial ventures. Secondly, even if this is 
provided, the unrelated income provision is not an incentive and complicates the 
whole issue. I would urge you to closely reexamine this provision. One incentive 
which should be retained is the matching principle which is an effective tool for 
us — and I believe most stations — to raise non-federal income. 

In summary, there are several aspects of S. 720 that are commendable. Public 
broadcasting needs to retfiin the advanced funding principle. It is desirable to 
continue the facilities program. I do believe that the suggestions I have made for 
changes will strengthen the stations' position in relation to national organizations. 

Finally, the suggestion that public broadcasting be allowed to engage in commer- 
cial ventures, including limited advertisting, to onset diminished Federal aissistance 
may be hazardous. It may be impossible to implement and could do more damage 
than good. Since we don't know the impact, the concept needs careful examination 
and testing. 

Finally, if Congress decides Federal funding to public television must be reduced I 
believe the stations will face the issue squarely and do their best to serve the public 
with our only product — quality programming. 



KAET, 
Tempe, Ariz., April 21, 1981. 
Senator Barry Goldwater, 

Committee on Commerce, Science, and Transportation, 
U.S. Senate, Washington, B.C. 

Dear Senator Goldwater: I, too, am sorry that we did not have time before the 
Subcommittee on Communications to fully explore S. 720, the Public Telecommuni- 
cations Act of 1981. Here are my responses to the questions you submitted to me in 
your letter of April 15. 

Question 1. What are some of the costs to your stations of accounting for and 
certifying non-federal financial support? 

Answer: Two t)rpes of certification are now required. 

A. Certification by licensee. — Adequate accounting records are available for our 
own purposes and the added cost of certification information is negligible. 

B. Certification by Independent Auditor. — This new requirement was added by the 
1978 act at the urging of the Hous« of Representatives. This is an added cost to the 
station of approximately $3,500 per year and the audit is redundant. 

C. In addition to A. and B. abcrve, CPB audits grant reports. I believe desk audits 
are performed on all station grants and there are also station visitation audits. A 
CPB auditor was here at KAET this month. 

The question is not "how much" these audits cost, but why is there such redun- 
dancy—local certification, independent auditor certification, and CPB audits. The 
independent audit certification could be eliminated which will reduce costs and will 
not compromise the government's and the public's right-to-information. 
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Question 2. If these basic grant dollar (as S. 720 proposes) are limited to program 
production purposes, how do you intend to use them/ Will you engage in greater 
local programming, or will you contract with national entities for their pr^rams? 

Answer. The question implies an either/or alternative. We need both. KAET must 
continue, somehow, to broadcast local productions. We also need regional and na- 
tional programs from a variety of production sources. To assure the concept of 
localism the stations should decide now these ^ant dollars should be used. The 
language in the 1978 Act allows stations discretion in using their grant funds and 
that discretion should be retained: 

''(8) The funds distributed pursuant to paragraph (3XA) may be used at the 
discretion of the recipient for purposes relating to the provision of public television 
and radio programming, incluoing, but not limited to — 

(A) Producing, acquiring, broadcasting, or otherwise disseminating public televi- 
sion or radio programs; 

(B) Procuring national or regional program distribution services that make public 
television or radio programs available for broadcast or other dissemination at times 
chosen by the stations; 

(O Acquiring, replacing, or maintaining facilities, and real property use with 
facilities, for the production, broadcast, or other dissemination of public television 
and radio programs; and 

(D) Developing and using nonbroadcast communications technologies for public 
television or radio programming purposes.*' 

One other point. Your introduction states in a footnote that. . .'It can be demon- 
strated that over 80 percent of radio and TV CSG's are used to cover operational 
expenses." 1 am puzzled by that statement since the most recent CPB statistics 
(January 1981) clearly show that TV stations spend a minimum of 68 percent on 
what the Corporation for Public Broadcasting dennes as "programming." 

I appreciate the opportunity to respond to your questions. I hope that amend- 
ments to the bill will enhance local station autonomy and will avoid centralization 
of program decision-making at the national level. 
Sincerely, 

Robert H. Ellis, 
General Manager. 

Senator Goldwater. Thank you. Mr. James Dryden of New 
Mexico State University. 

Mr. Dryden. Thank you, Mr. Chairman, Senator Schmitt. I ap- 
preciate very much the opportunity to comment on S. 720, and as 
my colleague. Bob Ellis, so eloquently put it, I also would like to 
take the opportunity to thank Congress for their support of public 
television, over the years. It's been very much appreciated. 

I would also like to commend the subcommittee and its stafT for 
suggesting retention of the 2-year advance appropriation, and mul- 
tiyear authorizations which I believe form the keystone of any new 
l^islation, as they have in the past. 

ICRWGr-TV is an institutional licensee, as is Bob Ellis' station in 
Tempe. However, we are a very small station serving approximate- 
ly 240,000 people scattered around small communities throughout 
southern New Mexico. We hold a strong belief in local determina- 
tion and discretion, in determining what our programing shall be. 

I know that in discussions between my colleagues, myself and 
Senator Schmitt over the past year or two, there has been a basic 
theme of need for decentralization of the system running through- 
out our discourse. I think we agree on the need for that decentral- 
ization. The local licensee is the bulwark of our system. It needs to 
be strengthened rather than weakened. 

Unfortunately, I don't see too much evidence in S.720 as written 
to support decentralization. I think it bears repeating for KRWG- 
TV, the kind of impact we might sustain under the bill as written, 
just as Bob Ellis described for his station. Our community service 
grant this year is $262,000, under S.720 it would be reduced $97,000 
to $165,000. That is at 50 percent passthrough level. 
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If we were also to assume costs of interconnection, copyright and 
some of the other costs that are now being borne by the Corpora- 
tion for Public Broadcasting, we could pick up an additional 
$61,000 in costs. That would be a total of $158,000 additional fund- 
ing that we would have to try to generate in southern New Mexico 
in fiscal year 1984. 

Senators, I simply don't know where we could find that kind of 
money in our communities. It simplv isn't there. As far as unre- 
stricted grants are concerned, I would strongly support the reten- 
tion of ttiat provision in the bill. They are vital to the stations. 

I would like to correct the misperception that over 60 percent of 
community service grants are spent for general and administrative 
costs. CPB's latest analysis shows that over 60 percent nationwide 
of the community service grants are indeed spent for programing 
expenses. Program service is our bottom line at KRWG-TV, and 
we spend 72 percent of our community service grant in that area. I 
would like to urge that the matching principle be retained for the 
same reasons that have been forwarded by earlier witnesses. 

As an incentive, a selling' tool to induce the general public to 
contribute to the station, the matching principle is invaluable. At 
whatever ratio. I would urge consideration in the new l^islation 
for a mandate to be given to the local licensees in the system to 
improve the public telecommunications community in terms of 
efficiency and diversity, and to achieve that, I would urge consider- 
ation of a passthrough of unrestricted funds in the neighborhood of 
90 to 95 percent, so that the local licensees can do the job. 

They have the ability. They have demonstrated the ability 
through their regional organizations to devise formulas and mecha- 
nisms for operating the system at an efficiency level that is un- 
heard of in Washington. I believe that is all I would like to say 
right now. I appreciate again the opportunity to speak. 

[The statement follows:] 

Statement of James A. Dryden, General Manager, KRWG-TV, New Mexico 

State University 

I sincerely appreciate this opportunity to comment on Senate Bill 720, "Public 
Telecommunications Act of 1981. ' 

KRWG-TV is licensed to New Mexico State University in Las Cruces, and serves 
a potential audience estimated at 240,000 through its transmitter and a series of 
translators around southern New Mexico. Our signal reaches a land area greater in 
size than the state of Massachusetts. Although we are a relatively small operation, 
with eighteen full-time and twenty part-time emplovees, the station produces an 
average of six hours of local programing a week, including a nightly newscast and 
one hour of Hispanic material. 

Our station staff believes strongly in local determination of program priorities, 
based on the interests and needs expressed by people in the communities we serve. 
We try to respond to their wishes to the extent that limited human and financial 
resources allow. In the future, the success of our effort to provide a useful, cost- 
effective program service for our viewers will depend in lax|;e measure on the 
provisions of new legislation now being considered. We at KRwG-TV hope the bill 
that emerges will treat the local licensee as the main character in the public 
broadcasting scenario for 1984 and beyond. What we look for, in other words, is 
maximum decentralization of the system. With that objective in mind, there are 
several features of the bill which I would like to address: 

ADVANCE APPROPRIATION 

First of all, I applaud the wisdom of the subcommittee and its staff for recognizing 
the need to preserve the insulation and capability for long-range planning alforded 
by two-year advance appropriations and multi-year authorizations. Having been 
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endorsed by successive Congresses since 1975, this funding mechanism is almost 
universally accepted and needs to be retained as the keystone of any public broad- 
casting legislation. 

FUNDING RASED ON NEED VS. THE MATCHING PRINCIPLE 

Representing one of the smaller stations which constitute about 20 percent of the 
^tem, I can readily agree with the assumption that some stations have greater 
financial need than others. There are, no doubt, a number of community licensees 
whose very survival might well depend on extraordinary Federal support, and they 
should receive it if we indeed believe that public broadcasting is a necessity for the 
general welfare of the nation. But must this redirection of funds suffer the loss of 
incentive supplied by the time-tested matching principle? I submit that a new 
fimding formula based on need (an elusive objective, at best) will make some form of 
match all the more important. It is certainly not, as some have argued, a meaning- 
less concept in the context of new legislation. 

Our experience at KRWG-TV clearly demonstrates the value of matching dollars; 
viewers acknowledge they are more inclined to contribute when they know addition- 
al money will be activated in the process. The ratio which applies is not so impor- 
tant, but the incentive which operates is. A match, at whatever ratio, gives our 
station a valuable selling tool which should not be dismissed. If one aim of this bill 
is to encourage more local initiative and self-sufficiency, some form of match, 
however small, must be incorporated as part of the "need" concept. 

RESTRICTED GRANTS 

Like virtually eveiystation in the country, KRWG-TV regards its annual unre- 
stricted grant from CPB as a vital component of its overall programing budget. 
During this current year, as an example, we are spending 47 percent of our CSG for 
national program acquisition and 25 percent for local production, a total of 72 
percent for programing. That allocation is representative of New Mexico's two other 
pid>lic television stations and, I suspect, of many more around the country. There- 
fore, I was surprised and concerned to read in the bill's introduction that the bulk of 
these grants are used by stations for "general and administrative costs." CPE's own 
analysis of CSG utilization indicates just the opposite: television applications for 
fiscal year idSO unrestricted grants show that over 60 percent of the funds are 
dedicatCMl to programing, and a review of final reports for fiscal year 1978 grants 
indicates a similar percentage. 

The problem, almost certainly, is how one interprets programing expenses. At our 
station, we regard program service as our bottom line, as do all public broadcasters, 
and everything we do is keyed to that product. To restrict the use of Federal dollars 
within some vague and artificial definition is to defeat the enterprise. We buy a 
minicam or employ a producer because they are necessary items in our pro-am 
production process. We pay dues to become a PBS member because we could not 
afford to purchase SPC programs if we were unaffiliated. We regard these as 
legitimate programing expenses; therefore, we are disturbed that another entity 
could contrive a definition under this bill that excludes such expenses. The large 
station has little reason to spend its grant on "general operation" but the small 
station wiD need every dollar it can find Just to stay afloat. The notion of restricted 
grants is inconsistent with the concept of need; local discretionary grants should be 
retained. 

PASS-THROUGH OF FUNDS AND THE ROLE OF CPB 

It is about these aspects of the proposed legislation that I must express greatest 
concern. In a period of dwindling Federal dollars, it is inconceivable that a mere 50 
percent pass-through of funds would be coupled with a shift of the satellite intercon- 
nection expense to the stations; the result would be an even greater burden for the 
system and more control over programing dollars in Washington. 

Hie Ck>rporation in its present structure has become a luxury that my station 
and, I submit, the entire system can no longer afford. Its high-priced service in the 
areas of planning and research has been of inconsequential value to the essential 
mission of our operation. (Yet it is ironic that CPB's training program, which has 
served us well, was judged by their own study as ineffective.) 

Particularly galling has been the National Program Fund at CPB. While the 
intent to creat programs responsive to national needs and diverse audiences is 
laudable, the process so far has been largely divorced from local stations' input and 
participation. A unilateral decision-making process in Washington that results in 
programs with no relevancy for a southern New Mexico audience is indicative of a 
wholly inefficient mechanism that must be changed. 
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Along with many of my colleagues, I have become increasingly disenchanted by 
the prospect of business-as-usual at CPB. I am inclined to share the growing convic- 
tion that the Corporation is disinterested in the health of local licensees, that it is a 
potential conduit for political interference rather than an insulator, and that it now 
represents the mcgor obstacle to achieving a strong, cost-effective, decentralized 
public telecommunications system. 

The major successes in public broadcasting over the years have not been achieved 
through the mandate of any legislated organization, but by individual hard-working 
and dedicated licensees who have devised their own local and regional structures to 
achieve efficiencies unheard-of at the national level. It can be demonstrated that the 
existing regional networks are operated in an economical manner and produce 
innovative programs at relatively low cost mainly because they are controlled by 
the stations themselves. New legislation should allow the sjrstem to build on this 
record of service by providing maximum increased funding directly to stations. 

Charge the licensees with the responsibility to design and distriDute national 
programing responsive to local audience interests; to operate and maintain the 
satellite interconnection; and to develop those services in human resources and 
research which we recognize as both necessary and contributory to the general 
welfare of public telecommunications. Charge the licensees with these responsibil- 
ities, then give them maximum available funds to carry them out. 

If true decentralization is to be more than an empty promise, as much as 95 
percent of the Federal appropriation should be earmarked for direct unrestricted 
grants to the local licensees. The remainder would be sufficient to support a small- 
scaled CPB organization whose primary functions would be to disburse funds and 
report accountability for those funds. 

A distribution formula based on need would be determined by CPB in consulta- 
tion with the stations, following the provision in the proposed bill. I can support a 
cap on amount granted to any station, but I believe it should be adjusted to station 
size rather than an arbitrarily fixed level. This approach also would rectify the 
obvious discrepancy implicit in setting the same ceiling for both television and 
radio. (No radio station likely will "earn" a grant of $1 million, hence, the effect for 
radio is no cap at all.) 

COMMERCIAL ACTIVITIES 

The entire matter of commercial activities for public broadcaster raises especially 
serious questions for institutional licensees, those of us who make up about half of 
the system. Whether or not we approve of such ventures, constitutional charters, 
administrative policy and other factors will combine to preclude commercial under- 
takings for many licensees. And an even more basic questions is whether all those 
stations outside the largest markets, regardless of type, can ever realistically expect 
to generate sufficient income to offset the loss of Federal dollars. I certainly cannot 
project this possibility for our station. Therefore, I urge the subcommittee to give 
this area its serious study and attention and not assume the market place is the 
answer for everyone. 

Finally, I agree with that portion of the bill that retains funding for the Public 
Telecommunications Facilities Program, although the levels recommended are 
wholly inadequate to meet the needs of the system. Considering the high cost of 
replacing obsolete equipment, our station, among many, faces an uncertain future 
as major items begin to reach the end of their useful life. 

A stated goal of the new bill is to insure "needed insulation for the broadcaster." 
Advance funding helps achieve this. I contend that maximum pass-through of funds 
to licensees— with their wide diversity of location and constituency— will provide 
the ultimate form of insulation, at the local level. It will give real meaning to the 
concept of decentralization. 

KRWG-TV. 
Las Graces, N. Mex., April 22, 1981. 
Hon. Barry Goldwater, 

Committee on Commerce, Science, and Transportation, 
Russell Senate Office Building, Washington, D.C 

Dear Senator Goldwater: Thank you for the opportunity to testify before the 
Subcommittee on Communications regarding S. 720 on April 8. 

Following are brief answers to the additional questions posed: 

Question. How have your stations employed Community Advisory Board? Is it a 
costly requirement? 

Answer. We have come to regard the Community Advisory Board as little more 
than a pro forma requirement. Except for a few very interested members, our board 
has shown a disinclination to become involved in programing, promotional, or fund- 
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raising activities when their advice and participation has been sought. (However, 
because we are a small station in a small market, we stay in close touch with our 
public's interests and needs through our local production activities, which include 
news, public affairs and community events programing. In addition, we conduct 
periodic community surveys to determine program interests.) 

The requirement is costly in terms of time. 

Question, What are some of the costs to your stations of accounting for and 
certif3dng non-federal financial support? 

Answer. As we are a university licensee, our accounting services are provided by 
the institution. The station, however, must bear the cost for an annual independent 
audit (as high as $600). 

Question, If these Basic Grant dollar (As S. 720 proposes) are limited to program 
production purposes, how do you intend to use them? Will you engage in greater 
local programing, or will you contract with national entities for their programs? 

Answer. Our station would use such funds first to acquire national programing, 
since this is what attracts audience for fund-raising purposes. Our local program 
effort consequently would suffer under this restriction. 
Sincerely, 

James A. Dryden, 

General Manager. 

Senator Goldwater. Thank you. I might say that any efficiency 
level in Washington is unheard of. 

We next have Mr. Steven Meuche of Michigan State University. 

Mr. Meuche. Thank you, Mr. Chairman, Senator Schmitt. I ap- 
preciate the opportunity to appear before you today as a repre- 
sentative of one of our country's public radio stations. Since my 
time for comment is brief, I want to limit my thoughts to a discus- 
sion of public radio and its financing, especially at the local station 
level. 

I have submitted extended comments and want to speak in gen- 
eral terms right here. My stations — WKAR-AM and FM — are li- 
censed to the board of trustees of Michigan State University. 

As you know, Michigan has the notoriety right now of being the 
most economically depressed State in the Nation. All State services 
in Michigan have been significantly curtailed including support for 
public broadcasting. Because of an anticipated shortfall at my insti- 
tution of almost $29 million, the licensee's share of our operating 
budget is being reduced by $180,000 over the next 2 years. This 
decline, of course, affects the CPB grants that we receive. 

If there is no rescission of the fiscal year 1982 and 1983 appropri- 
ations, we will still experience reductions of CPB funds of $56,000 
over the next 2 years. If this bill, S. 720, is adopted at the funding 
levels called for, another $80,000 may be lost in our community 
service grants. 

Essentially, the picture is that in about 2y2 years, our licensee 
and Federal support will decline by approximately $316,000 or 40 
percent of the entire operating budget. It seems to me there are 
essentially three levels of funding necessary to operate a full-serv- 
ice public radio station. 

The first consists of the very basics: Engineering, technical sup- 
port, and capital investment. Next would come an investment in a 
program staff to be able to put something on the air. Probably 
record programs and other programs from outside sources. It is the 
third level of building this radio station that allows the special 
kinds of program services that permit a station to present signifi- 
cant amounts of local programing to reflect the needs of the com- 
munity it serves. 
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At many stations now that basic level of service is being threat- 
ened by the reduction in financial support. In fact, in the State of 
Michigan, one station has already gone off the air. A second station 
is perilously close to losing its CPB qualification status at the end 
of June. It is the local programing essentially that will be eliminat- 
ed as we have to reduce our expenditures because of the decline in 
support from both institutions and the Federal Government. 

I have some solutions how we could soften this blow in the 
legislation. Your reaffirmation of the principle of advance funding 
will help a great deal. Thank you very much for including that in 
the legislation. And also, your encouragement of finding new 
means of financial support will help us immensely. 

However, I think that your assessment of radio's ability to offset 
these dramatic funding reductions may have been too optimistic 
and also clouded somewhat by drawing assumptions from televi- 
sion. I really think our ability to raise funds in radio through some 
modified form of advertising is extremely limited. 

Radio, unlike television, operates in a fully developed market- 
place. We are competing in our market with 17 commercial radio 
stations. If what we did could be commercially successful, I can 
assure you a commercial station would probably be doing it. 

We are also unlike television in the way we attract contribu- 
tions. We can't plav a Grand Old Opry special, put on old movies 
and ask for contributions. Essentially people listen to radio for- 
mats. They don't listen to radio programs. We simply don't have 
that ability that television has. 

Also, in the interconnection area, I think our system is fairly 
well developed. Radio really is the best way to distribute public 
audio. In radio, it would be extremely difficult to operate effective- 
ly if the community service grant funds also were restricted to 
program activities only. Because we tend to have small staffs that 
are fully integrated, where the chief engineer may also be the 
morning disk jockey, and the business manager the 5 o'clock news 
announcer. It would be extremely difficult to account for CPB how 
funds were spent for programing at a smaller station. I would 
further encourage you not to limit the amount of the appropriation 
that can be spent for direct station grants. We have worked suc- 
cessfully over the years with NPR and CPB to collectively insure 
that the best interests of the American public are being met. 

I think radio has established the ability to work within the 
system and do that. You can help us by not restricting this legisla- 
tion in such a way that there is too much to accomplish with so 
little funding available. All we are asking for is reasonable flexibil- 
ity and a fair amount of time to be able to adjust to these substan- 
tial reductions in support. 

Thank you. 

[The statement follows:] 

Statement of Steve Meuche, General Manager, WKAR-AM, WKAR-FM, 
Michigan State University, East Lansing, Mich. 

Mr. Chairman, members of the subcommittee, I appreciate the opportunity to 
appear before you today as a represenatative of one of our country's public radio 
stations. Since my time for comment is brief, I want to limit my thoughts to a 
discussion of public radio and its financing, especially at the local station level. My 
stations— -WKAR-AM and FM— are licensed to the Board of Trustees of Michigan 
State University. As you know, Michigan has the notoriety of being the most 
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economically depressed state in the nation. In spite of these troubled times, both the 
Michigan Legislature and our licensee continue to recognize the importance of 
public broadcasting. Understandably though, without being above to provide suf^- 
dent funds to continue current levels of support. In fact, in Michigan, one public 
radio station has alroady been closed and another is penlously close to becoming 
disqualified for CPB support. We face a stituation where almost everyone thinks 
public radio is a wonderful idea, but no one has the funds to insure its continued 
existence. 

You are to be commended for recognizing the principle of advance-year funding 
and for encouraging the development of new methods for fundraising. 

However, I beueve your assessment of radio's ability to offset the dramatic impact 
of funding reductions may be too optimistic and may have been clouded by assump- 
tions drawn from television. It is important to distinguish radio from television. 

In my estimation, the nature of the radio medium and the uniqueness of the 
service we provide limits our abilitv to raise additional funds from various forms of 
advertising. Radio operates in a fully-developed marketplace. It is a heavily competi- 
tive medium. We commit ourselves to reach people who are not served by commer- 
cial stations. If what we did could attract advertising, the commercial radio stations 
would do it. Our formats are distinctly non-commercial. Further, unlike television, 
we cannot attract loyal contributors by playing a Grand Old Opry program or old 
movies during a fundraising period. Kadio listeners listen to formats— whole sta- 
tions. People simply do not use radio as they use television. Frankly, we like it that 
way. It encourages listener loyalty and allows us to focus on services that integrate 
a sensitivity to all community needs within a format. But, this approach has serious 
limitations for any sort of limited advertising. 

We should also make a distinction in the interconnection area. Except for some 
limited distribution methods, broadcast radio is the most effective means for distrib- 
uting ''public audio." We do not face television's awesome challenge from cable, 
vkleocassette, videodisk and direct broadcast satellite. 

I would hope that as you continue to discuss this legislation, you will consider the 
unique position of radio in the telecommunication mix and that you don't burden us 
with strictures based on television's potential for future growth or new distribution 
methods. 

Given the economic problems our country is facing, it is difficult to take exception 
to the notion that federal support for public broadcasting must be decreased. How- 
ever, the dramatic effect of this decline can be partially softened if we do not 
develop legislation which attempts to do too much with too little. I endorse the 
tr^nendous efforts of CPB and NPR to provide research assistance and professional 
training programs, to develop new stations, to fund programming from independent 
producers, and the facilities funding program. My station has benefited from most 
of these activities. But, how can we continue to provide all of these valuable 
programs and continue to support the local stations at a level that is adequate for 
survival? I don't have an answer for you. And, I surely don't want to see any of 
these activities disappear. But, it seems to me that, rather than reduce support for 
all of these functions to inadequate levels, we ought to either determine which ones 
are most essential to be continued at reasonable levels or refine this legislation so 
the distribution of the funds is not so specifically limited. For example, why not 
remove the restrictive language that suggests station grants can only be used for 
programming or that Community Service Grants be limited to 50 percent of the 
total appropriation. With more flexibility and radio's proven ability to work cooper- 
atively with CPB, I believe we are capable of developing the most effective ways 
that limited funds can be spent. 

The provisions in this l^islation which limit Community Service Grants to pro- 
gram-related activities again seem to disregard the distinction of radio from televi- 
sion. Radio stations tend to have relatively small staffs which are fully-integrated 
around a basic purpose — presenting programs. At many stations, the person who 
acts as business manager may also be the morning announcer. The development 
director probably writes promotional announcements and presents them on-the-air. 
It would be very difficult to separate program from non-program activities to 
account to CPB that the funds were spent within this limitation. There is another 
aspect of this limitation. It could £iffect a station's local fundraising ability. Listen- 
ers who contribute to public radio stations want to know that their contributions 
are used to support the programs they ei\joy. It is difficult to convince listeners that 
they should help pay the salary of a secretary or provide for the engineering 
supplies that are essential for maintaining equipment. Yet, if the federal and 
listener funds could only be spent on programming, a station could be seriously 
restricted in its ability to function effectively. This would certainly be unfortunate 
since the programs couldn't be produced without the necessary station support 
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services. I would ask you to be sensitive to this potential problem and allow radio 
stations a maximum amount of flexibility. 

It seems to me that there are essentially three layers of flnancial support which 
are necessary to operate a full-service public radio station. The first would consist of 
the fixed costs to simply be able to broadcast anything — this would include equip- 
ment, technical support, electricity for the transmitter, utilities for the studios and 
a minimal level of clerical staff. Next, a station would build a program staff to 
provide a minimal program service — this service would consist mostly of what we 
call "needledrop" programs — records played by announcers who also run the control 
boards — and various programs acquired from outside sources, especially NPR. This 
is a basic, public radio station, the t3rpe that would have a total non-federal operat- 
ing budget of approximately $100,000 per year, and which may have a staff of five 
people. This station is severely limited in its ability to generate funds locally and to 
provide a significant amount of locally-produced programs which reflect the needs 
and interests of its community of license. Above this level, a station can begin to 
build various special program services for its constituencnr and enluuice its ''needle- 
drop" programming with broadcasts of local music performances, local news and 
information, instructional offerings and, perhaps, specialized audience services such 
as utilizing a subchannel for the visuallv-impaired. In the small to medium markets, 
many stations have been able to establish themselves at this "basic-service-plus- 
extras" level with funds from universities or other institutions and federal support 
from CPB. This capability to provide a full-range of services to meet many commu- 
nity needs is now threatened because of a decline in all areas of support, with the 
exception of funds raised from listeners. 

In the case of my stations, prior to the economic disaster in Michigan and 
reductions in federal funding, we were providing these extra special services. But, 
based on our projections for the immediate future, these very activities are the ones 
which will be severely curtailed or eliminated. The technical and operational costs 
cannot be reduced substantially since the transmitters must continue to function. 
The basic program staff can't be eliminated because something must be on-the-air. 
So the brunt of the reduction is felt in the community service area. 

At Michigan State, we operate two, separately programmed, full-service public 
radio stations plus a subchannel service that broadcasts to the visually-impaired. In 
addition, each week we distribute locally-produced radio programs to more than 80 
commercial radio stations in Michigan and provide satellite uplink services. At the 
beginning of this year, we anticipated revenues of approximately $800,000. Approxi- 
mately 50 percent would come from Michigan State University, 27 percent from 
CPB, 16 percent from our listeners and the remainder from other income-generating 
activities. Before we were more than a few months into this period, the University 
withdrew $25,000 because of a state rescission of funds to higher education. In July, 
the licensee will reduce our support by another $68,000. We will also lose $14,000 
because of reduced income-generating activities. In October, because of declining 
non-federal income, and without a rescission of the fiscal vear 1982 and 1983 CPB 
funds, our Community Service Grant will decline by $44,000. In 1982, the University 
will reduce its support by another $60,000 and the CPB funds will decline by $12,000 
more. Then, if S. 720 funding levels are adopted, we would experience a further 
reduction of approximately $80,000. Therefore, if this legislation is implemented, we 
will have suffered declines of $303,000 if we cannot develop new sources for fundiing. 

We are presently engaged in intensified planning to reduce our broadcast service 
and explore new funding possibilities. At present, we feel we can offiset some of this 
loss by seeking foundation support for the subchannel service and have placed this 
activity on an accelerated budget reduction schedule. We are eliminating seven staff 
positions and hiring another person to assist in fundraising. We believe we may be 
able to raise an additional $60,000 in listener contributions, grants and underwrit- 
ing next year. But, by then we would be very close to the industry-accepted limits 
for on-air fundraising. Because we compete with 17 commercial stations, we do not 
believe there would be sufficient demand for some form of limited advertising in a 
market our size. Perhaps our best source for significant new support is from direct 
State grants to public broadcast stations and we continue to work with members of 
our legislature toward this end. But, until the economic climate improves substan- 
tially, we can't expect much help there. Frankly, the problem is that a quality 
public radio service cannot be self-supporting in a medium-size market. If we want 

Crograms which complement commercial stations and a service which serves unmet 
stener needs, we must depend on financial support that is not generated directly 
by the broadcast activity. 

Our problems will be further exacerbated if the NTIA facilities program is re- 
duced, making it impossible to replace aging transmission equipment which is the 
most costly capital expenditure in broadcasting. This legislation is commendable for 
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its recognition of the need for further expansion of public radio coverage in the 
United States. It is a goal all public radio people share. However, the financial 
provisions do not provide for the impact these new stations will have on the limited 
pools of funds that will be available. As more stations join the system, we should 
attempt to build-in an increase in support to insure new stations can receive 
Community Service Grants without further reducing the funds for existing oper- 
ations. 

Finally, a few words about National Public Radio. In the past ten years, NPR has 
developed as an essential program and support agency for the local stations. It 
provides us with programs that cannot be prepared locally by any station and its 
tremendous efforts in research, training and promotional assistance have enabled 
all of us to increase our audiences and improve our program quality standards. NPR 
is a truly democratic organization, governed by a board of my peers who insist that 
the national organization meet local station needs in the S€mie way we attempt to 
meet local community needs. 

While local programming is the bedrock of public radio, the national offerings 
help us weave quality program schedules and allow us to devote our limited ener- 
gies to what we do best — serving our local constituency. An interesting and healthy 
trend is emerging in public radio. With NPR and station encouragement and our 
satellite distribution system, more and more national programs are originating from 
places outside of Washington. These programs are produced by stations and inde- 
pendent producers. They further complement the essential service of NPR which 
cannot be duplicated by anyone. It should be emphasized that this second, national 
program capability has been made possible because of NPR's leadership role and 
financial suj^wrt. Maybe public radio people tend to take a rather simplistic ap- 
proach to what we do. What we want are good programs for the public and we work 
very effectively with NPR to insure that our network assists us in accomplishing 
that goal. 

To conclude I would hope to emphasize the following: As we work together toward 
new legislation for public broadcasting, we must keep in mind the features that 
distinguish public radio from public broadcasting. Further, our problems could be 
alleviated somewhat if grants to stations were not restricted to program-related 
activities and if Community Service Grants were not limited to 50 percent of the 
total £mpropriation, but rather established through consultation and negotiation 
with NrR and CPB. Vm not here to plead poverty or ask you to make financial 
exceptions for public broadcasting. We are ready to make the necessary sacrifices 
during this time of financial distress. We simply ask for reasonable flexibility in the 
legislation and a fair amount of time to be able to adjust to these substantial 
reductions in support. 

Senator Goldwater. Thank you very much. 

Now, Mr. Kim Hodgson of the University of Seattle, Seattle, Wash. 

Mr. Hodgson. Mr. Chairman, Senator Schmitt, I am grateful to 
you for the opportunity to testify today concerning S. 720, the 
Public Telecommunications Finance Act of 1981. 

As you know, I am the general manager of KUOW-FM, licensed 
to the University of Washington. During my 15 years in public 
broadcasting, I have also been the first program director of KTDB, 
the Navajo public radio station in Ramah, N. Mex.; the promotion 
and development at WVWC-FM in Buckhannon, W. Va.; and sta- 
tion manager at KRSW-FM, a member station of the Minnesota 
Public Radio Network located near Sioux Falls, S. Dak. When my 
tower blew down for the second time, I decided it was time to move 
to Seattle. 

Before I address specific provisions of S. 720, I would like to give 
you just a little background. KUOW covers most of western Wash- 
ington, including the entire Seattle metropolitan area. We are on 
the air 19 hours a day, 7 days a week, 52 weeks a year. Our format 
is fine arts and information programing, with a heavy but by no 
means exclusive emphasis on classical music. We take special pride 
in being a station where the best local performers and ensembles 
are frequently heard live or on tape, and for 4 hours each Saturday 
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we provide a unique music and information service for Spanish- 
speaking listeners in the Puget Sound region. 

Our staff consists of nine full-time employees, six of whom are 
directly involved in programing and operations. We have one half- 
time secretary for the entire station, one half-time guide editor, no 
business manager. Another 15 hourly workers, some of whom are 
students at the University of Washington, assist with announcing, 
programing, traffic, engineering, and clerical work. Our annual 
budget for direct outlays is in the neighborhood of $320,000, about 
a third of which is provided by the university. 

In all candor, I would have to characterize our operation as 
marginal. I don't mean that we aren't good; I believe that from the 
listener's point of view, we can hold our own with the best in either 
commercial or noncommmercial radio locally. But I am painfully 
aware how fragile we are, and painfully aware, too, of how much 
better we could be, particularly in the area of local news and 
public affairs programing, if we only had the resources to realize 
even part of our potential. 

Fragile and incomplete as we may be now, however, we have 
come an enormous distance over the last decade or so. Faithful 
listeners to KUOW can remember a time not so very long ago 
when the station didn't go on the air until noon, was closed on 
Saturdays, and signed ofT for days at a time during semester breaks 
and vacations, ^though KUOW had begun the gradual move 
toward more full-time operation prior to 1970, it was the availabil- 
ity of Federal funds which acted as the catalyst required to attain 
full-time professional operation. 

Besides being general manager of KUOW, I am also vice presi- 
dent of the Washington Educational Network, a professional associ- 
ation of public radio and television broadcasters in the State of 
Washington. The majority of our licensees are state institutions 
and school districts. As you know, the budgets of such institutions 
are shrinking rapidly. 

At the University of Washington, the best I can hope for is no 
loss of institutional funding in the coming biennium. The worst 
would be a total withdrawal of institutional support, and this is not 
crying wolf. Channel 9, public television at the University of Wash- 
ington, has already been told that effective July 1, 1981, it can no 
longer expect to receive any of the more than $400,000 the univer- 
sity has provided annually for its support. 

This situation, coupled with certain reductions in the budgets of 
agencies and organizations such as NEA and NEH which have 
traditionally provided support for public broadcasting programs, 
points to a grim future, indeed. 

So we turn to S. 720, searching for rays of hope. And there are 
some: preservation of multiyear authorization and two-year ad- 
vance appropriations, for example. This is vital if the integrity and 
independence of public broadcasting is to be preserved, and is of 
special concern to those of us in public radio who have built large, 
loyal, local audiences at least in part on the strength of our nation- 
al news and public affairs programing. Moreover, it provides a 
measure of stability and predictability vital to the long-range plan- 
ning and development which this industry requires. 
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I am encouraged, too, by the fact that S. 720 earmarks 50 percent 
of CPB funds for community service grants to stations, though I 
would hope this would be a floor and that CPB could have the 
freedom, in consultation with stations, to allocate a larger percent- 
age of its budget to CSG's if this proved desirable. In a similar vein, 
I oppose federally mandated ceilings on CSG's to individual sta- 
tions. While ceilings may indeed prove desirable, this, too, should 
be decided by CPB in close consultation with stations. 

Another very positive aspect of S. 720 is that it recognizes the 
need for a continued facilities program, though in my view the 
extent of that need is grossly underestimated. 

But S. 720 also raises troubling questions. For example, why the 
deemphasis of public broadcasting stations in favor of something 
called public audio and public video? Over the past 10 years. Feder- 
al fiinds have been a major stimulus in the creation of a system of 
more than 150 public television stations and more than 240 public 
television stations — stations available to all citizens, regardless of 
economic circumstances, in their coverage areas. It is of paramount 
importance, in the face of declining federal expenditures, that 
these stations be preserved, and I would hope that the bUFs lan- 
guage would be unambiguous in this respect. 

And why, too, should the Government choose at this time to 
restrict conmiimity service grants? I would guess that KUOW is 
typical of many, perhaps the majority, of public radio stations, and 
we operate with marginal administrative and development staff 
and support services. I cannot make any of my nonprogram costs 
go away, so if CPB won't pay them, I'll just have to shift them to 
another account, at the expense of program activities funded there. 
Nothing is gained, and what is lost is the very important principle 
that licensees, not the Government, should decide what use of 
Federal funds will best serve local audiences. 

The funding levels proposed by S. 720 also present major difficul- 
ties. Scarcity in itself is nothing new to us. System growth coupled 
with inflation has meant no significant increase in CPB funds for 
at least the last couple of years. And at KUOW, our own inability 
to increase local support as quickly as we would like, coupled with 
phenomenal increases in costs, has meant the loss of two full-time 
professional programing positions in the past year. 

The drastic reductions proposed by S. 720 will effectively kill 
such imique local programs as our live and on-tape fine arts broad- 
casts and our Spanish-language programing and would likely result 
in the curtailment of our local news and public affairs broadcasts 
as well. I do not believe that this is the bill's intended result. 

The reason for this is that both KUOW and the public broadcast- 
ing system have fixed costs, and no matter how you define your 
terms, these costs won't go away. Regardless of the bill's intent, the 
bulk of reductions will come out of programing, one way or 
another. 

Satellite interconnection costs, for example. The bill prohibits 
CPB pa3dng for these. But someone is going to pay that cost of 
interconnection. In KUOW's case, that $10,000 or so will be paid 
for by listeners, with contributions which would otherwise be used 
for local programing. 
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An additional consideration — for radio, at least — is that national 
programing from NPR must be treated almost like a fixed system 
cost. NPR programs, especially such news and information pro- 
grams as '*A11 things Considered" and "Morning Edition," provide 
the strong underpinning which make a reasonably decent local 
service possible. These programs attract large audiences and many 
local dollars to KUOW, and their presence in the schedule allows 
us to concentrate scarce local resources more effectively. 

A major, long-range solution to some of these problems may well 
lie in some of the entrepreneurial activities which Senator Gold- 
water indicates ought to be encouraged. However, Federal funds 
need to be reduced gradually, in order to give new sources of 
funding time to be adequately developed. 

This is a challenge which I personally would welcome, and I am 
pleased that S. 720 does not prohibit such activity. However, the 
provision which would diminish a station's CSG by the amount of 
unrelated income it generates is, I think, a very strong disincen- 
tive. 

This is brandnew territory for many of us. With some of our 
licensees, like the University of Washington, it may not even be 
possible. Even if it is, we will have no risk capital, and we will 
incur short-range startup costs as well. If the financial sum of our 
considerable efforts in this area is zero or less, few if any will have 
the strength and the will to begin. 

I would like to conclude by saying that I believe the current 
draft is a good start and contains much that we can agree with, 
particularly in terms of overall intent. But I would urge the sub- 
committee to study the bill extremely closely in terms of its actual 
effects on public broadcasting. 

Over the years. Federal funds have been a springboard for the 
launching of, yes, an imperfect but nevertheless rather exciting 
and surprisingly effective public broadcasting system for the people 
of this country. Much as I would like to, I will not argue now that 
increased Federal funding should lead us to a new level of excel- 
lence. But I pray that the Government will not pull out the props 
which may make it possible for us to reach that new level of 
excellence on our own. 

Thank you. 

[The following information was subsequently received for the 
record:] 

Questions of the Committee and the Answers Thereto 

Question. If these basic grant dollars (as S. 720 proposes) are limited to program 
production purposes, how do you intend to use them? Will you engage in greater 
local programing, or will you contract with national entities for their programs? 

Answer. Under no circumstances that I can foresee would KUOW be Me to use 
federal dollars for greater local program production, given the magnitude of reduc- 
tions proposed. As I have stated in my written testimony, it may be necessary for us 
to reallocate some expenditures to different budgets, but our administrative and 
operating resources are so marginal now that they can not possibly be reduced 
further. Regardless of the restrictions placed on CPB funds, the end result of this 
bill will be a diminished capacity to sustain local programing. Of course we will 
make every effort to replace lost federal dollars with local support, and of course if 
we are able to maintain current programs and services we will make every effort to 
further increase our support so that we may improve local programing, but restrict- 
ing CSG funds to program production does nothing that I can see to enhance this 
effort. 
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Tlie question of whether we would use CSG funds for local programing (again, I 
believe the word "greater" doesn't fit in this context) or to contract witn national 
program producers depends somewhat on what happens to that portion of the 
tederal grant which is not reserved for CSGs. If the essential programs of National 
Public Radio continue to be funded by CPB, then most if not all of KUOW's CSG 
wiD likely be used to support local program activities. If mtyor reductions of support 
are inflicted upon NPR, we will do whatever is necessary to guarantee the preserva- 
tion of essential NPR services, including allocating a major portion of our CSG to 
pay our share of the cost of these services. However, we prefer that CPB continue to 
allocate sufficient funds directly to NPR since we believe that this system has 
worked well for public radio in the past. We further believe that the cost of a buy- 
back of NPR services for radio, based on the television experience to date, would be 
unreasonsi>ly high in relation to the actual cost of the services provided. 

With respect to cultural programs which might be produced locally or might be 
obtained from national program sources, as money tightens up there will be an 
increasing tendency to allocate dollars to national, rather than local, programs 
because of the lower cost per station. For example, while I might like to prodfuce a 
local folk music program, I couldn't possibly do it for less than the $15 per week 
that it will cost me to acquire the superb and unique "Prairie Home Companion" 
from Minnesota Public Radio. A comparable program would cost KUOW in excess 
of $100,000 to produce locally, and a minimally satisfactory program would probably 
cost $20,000 or more. As a matter of simple economics, as appropriations shrink, 
local programing will give way to more cost effective regional and national program 
vehicles, whether these are produced by NPR, by other public radio stations, or by 
independent producers. 

Question, What are some of the costs to your station of accounting for and 
certifying non-federal financial support? 

Answer. In the past these costs have not been especially high, since perparation of 
the required reports was carried out by the General Manager and certification was 
the responsibility of the University of Washington's internal auditor. With the 
requirements of the 1978 Finance Act (uniform accounting principles, independent 
audit) fully implemented, however, we estimate the cost to be in the neighix)rhood 
of $10,000-$12,000 for fiscal 1982. While this figure may seem nearly insignificant, it 
represents an increase of more than 20 percent in KUOW's administrative costs. 

Question. How has your station employed community advisory boards? Is it a 
costly requirement? 

Answer. The KUOW Community Advisory Board has been used as a sounding 
board during a period of considerable change at KUOW. Under current by-laws the 
Board meets every other month, with committees meeting during alternate months. 
Besides providing feedback on the policies and programs of KUOW, the Advisory 
Board has also become actively involved in fund raising, development and promo- 
tion of KUOW. 

The out-of-pocket cost of supporting the activities of the Community Advisory 
Board has not been high. However, in an operation as marginal as ours is, the 
burden on staff is substantial. For example, since the station has only a half-time 
secret€uy, maintaining the minutes and the correspondence relating to advisory 
board activity consumes a significant portion of the total secretarial time available 
for all station activities. 

KUOW had an advisory board before the 1978 law, and will continue to have such 
a board if the requirement is rlaxed in the future. I would favor relaxation of the 
reauirement, however, if only because I see it an an unwarranted intrusion of the 
individual licensee's ability to choose its own method of determining community 
needs and interests and the programing which will be best respond to those needs 
and interests. 

Senator GrOLbwATER. Thank you very much. 

Senator Schmitt? 

Senator Schmitt. Thank you, Mr. Chairman. Jim, you and others 
have endorsed a fairly high percentage of passthrough to the local 
stations. As you have indicated to me previously, and I am sure 
would agree, this potentially would result in an erosion of national 
program funds, at least in the normal means of providing those 
funds. 

If you agree that some critical mass of dollars is necessary for a 
national programing, how do we insure that that critical mass is 
available with such a high passthrough? 



Digitized by 



Google 



144 

Mr. Dryden. Through congressional mandate. I believe new l^is- 
lation can specify the areas in which the local licensees must 
operate in order to enhance the performance of the public broad- 
casting system. 

There is no reason as far as I can tell offhand that a certain 
amount of dollars or certain amount of national programing cannot 
be developed and distributed through a mechanism devised by the 
licensees. 

And local licensees, individual licensees could buy into those 
programs in similar fashion to the station program cooperative, or 
some other device, so that those stations that want particular 
national programs that are responsive to their own local needs, 
could get them. For example, KRWG television, might not need a 
program that speaks to the needs of the black minority. But cer- 
tainly we would welcome programing that speaks to the needs of 
the Hispanic population in our area. 

We feel we need some choice. We certainly need input and 
participation in any national program process that is developed. 
We don't have that now through the fund that exists within CPB. 

Senator Schmitt. Does that mean you would advocate establish- 
ment of some kind of regional cooperatives or interest cooperatives 
that would then work with the major producers of national pro- 
graming and bypass the existing mechanisms for distribution of 
funds? 

Mr. Dryden. I see that as a viable alternative; yes, sir. 

Senator Schmitt. What other alternatives are there? 

Mr. Dryden. Well, we would have to give it some more thought. 
That is one of the major devices that had occurred to me. 

For example, the Pacific Mountain network, the Eastern educa- 
tional network, and the other regional networks have developed 
innovative high quality programs at relatively low cost to their 
regional members. 

Senator Schmitt. Do you need a CPB under those circumst€uices? 

Mr. Dryden. Not to develop national programing, no, sir. 

Senator Schmitt. What do you need it for? 

Mr. Dryden. I would see the corporation acting as primarily a 
fiduciary agent and to report accountability to Congress in the use 
of the funds passed through to stations. 

Senator Schmitt. Dp any of the other panel members care to 
comment on this issuer 

Mr. Elus. I don't want to dwell on the concept of localism. But 
certainly if the giant share of the appropriation goes to the sta- 
tions, you are enhancing the localism concept. 

And I think we have to look at the structure of public television. 
I can't speak for radio. It's been my experience in the time that I 
have managed the station, since it started 20 years ago, that the 
bedrock of this system is the station. 

And we grew the system up from the stations, not down from the 
national agencies. I think that any legislation should retain that 
principle. I don't believe that this legislation does. 

I believe that if we had a greater passthrough to the stations, we 
could keep them healthy, and they would be able to make the 
decisions among themselves, and they have made these decisions 
before, as to how they are going to fund programing. 
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Senator Schmitt, as you are well aware, I think this year the 
stations have allocated $28 million for programing in the station 
program cooperative. I know our station spends far more for pro- 
graming than we receive in the Community Service Grant. 

So we are massing money above the Community Service Grant 
for programing. 

Senator Schmftt. So both of you are sa3ring that the infrastruc- 
ture exists to handle a larger passthrough, that there would be 
nothing lost in transition? 

Mr. Elus. Yes. And I think, Senator, we have to recognize that 
part of the rationale for this is that we are facing the reality of 
reduced Federal appropriation. So I would want to think that the 
stations, radio and television, would remain healthy in the course 
of reduced funds from the Federal appropriations. 

Senator Schmftt. Yes? 

Mr. Hodgson. Senator Schmitt, I am glad that you have raised 
this question because I believe this is another area in which radio 
and television have distinctly different potential. 

As you probably know, most of our national programing comes 
from national public radio. We don't have a station program coop- 
erative. 

National public radio receives its program funds directly from 
the Corporation for Public Broadcasting. This is a system which 
has worked very well for radio. We don't, for example, incur any 
costs in administering the aggregation of funds for the buy-back 
program. 

I believe those costs would be substantial to the system if we had 
to do that. National public radio has also functioned very well as a 
provider of news and information programing. 

In order to do that you really have to have in one place a large 
centralized organization and staff to produce that kind of program- 
ing. 

If that cost were spread out among stations, the total cost to the 
system again would be enormously higher than having a similar 
organization like NPR to do that. 

Senator Schmitt. What you are really saying is that since NPR 
operates as a cooperative, it provides the kind of function they are 
talking about doing either regionally or by interest. 

Mr. Hodgson. Yes, it does. But I think it is more efficient to do it 
this way than to send, for radio at least, the money out to the 
stations and then to try to bring it back into national public radio. 

Mr. Meuche. Yes. If I may add to that, there is a very definite 
distinction to be made here. 

NPR is very different, I think, from PBS in that NPR is responsi- 
ble for a national program service that cannot be duplicated by 
anyone else. 

Regional organizations cannot do what NPR does for us. And it's 
a very important part of our daily program schedule. And it's 
really a very democratic member station controlled process at 
NPR. 

In a sense, I think of NPR as — NPR has a responsibility to meet 
the needs of the stations in the same way that the stations have 
the responsibility to meet the needs of their communities. 



Digitized by 



Google 



146 

We work very carefully together on this. The amount of money 
that goes to NPR versus the amount of money that goes to the 
stations is determined by the stations working with NPR and CPB. 

It is a cooperative thing in that sense. 

Senator Schmitt. There may be a better way to state it. But a 
little earlier you mentioned the difference between public radio 
and public television was the difference between form and format; 
is that correct? 

Mr. Meuche. Programs versus format. People watch programs. 
People listen to formats. 

Senator Schmitt. Is that inherent in the distinctions you are 
drawing between NPR and PBS? 

Mr. Meuche. No, I think what I am saying is that NPR is 
providing us with programs that no one else could. None of the 
stations can do it, because of the amount of energy it takes to be 
able to produce a daily news magazine, for example. 

That helps us enhance our formats with those programs. 

Senator Schmitt. But what I am getting at is, why can't that be 
done with public television? What is the inherent difference be- 
tween the two media? 

Mr. Meuche. I certainly don't want to speak for public television. 

Senator Schmitt. Well, but maybe you are an objective observer. 

Mr. Meuche. Well, I don't know about that. 

Senator Schmitt. I said maybe. 

Mr. Meuche. It seems to me that there are a lot of programs on 
public television that could be done by the stations. In fact, they 
are done by the stations, because PBS is not producing programs. 
We don't go through this terribly elaborate station program cooper- 
ative process that television does. 

I think probably it's very bulky and expensive. 

Senator Schmitt. Well, do we fear creeping networkism in radio 
less than we do in television? Is that it? 

Mr. Meuche. I suppose so. It seems to me that a lot of people 
seem to imply that. 'The network is essentially for radio. 

Help me out. 

Mr. Hodgson. I was going to say. Senator, I suppose I don't know 
what creeping networkism is, but perhaps we have it in public 
radio. 

Senator Schmitt. Ask PBS. They certainly know what it is. 

Mr. Hodgson. I see. But we have indeed a very strong national 
network program service. It's really — I can't emphasize enough 
how vital that is to the local service we are able to provide. 

We are noted as a network of high-quality news and public 
affairs programing. Many people consider us almost the station of 
record in Seattle, for example, if you want to know what is happen- 
ing. 

We carry many of the hearings provided by national public 
radio, just as one example of that. This is one of the primary 
reasons that many, many listeners tune to our station and quite 
frankly, it's one of the primary reasons many, many of them sup- 
port us with their dollars. 

That support, of course, gets plowed back into local programing, 
which I think is just what should be the case. Nevertheless, it's a 
very, very important part of the total format picture for a station. 
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Senator Schmitt. It may be that the difference is, if I may, Mr. 
Chairman, try to synthesize some of this, is that radio no longer 
really has, commercial radio no longer really has national net- 
works. 

There is a news service and a sports service, maybe some finan- 
cial services. But that is about it. That the national networkism on 
a commercial basis that used to be the basic structure of radio has 
now moved over and is the basic structure of television. 

And that you, public radio, have now moved in to fill a void that 
was created by television, a void in radio programing as a national 
service. 

Whereas that void does not exist in television, and we look at the 
void that does exist, and that local programing. 

So Mr. Chairman, there is a fundamental difference between the 
tv^o that our bill should recognize. 

Senator Goldwater. I agree with you. 

Senator Schmitt. Thank you, Mr. Chairman. 

Senator Goldwater. Yes. 

One of you gentlemen talked about the importance of local — the 
local station KAET provides once or twice a year a program by Dr. 
Stahnke, Professor Emeriti. 

The subject, strangely, is about rattlesnake bites, scorpion bites, 
and black widows. I don't want anybody to think that we are 
bothered with those things down there. 

Senator Schmitt. We don't have any in New Mexico. 

Senator GtOldwater. Nothing lives in New Mexico. 

Senator Schmitt. We chased them into Arizona. 

Senator Goldwater. Well, they are not bad. But Dr. Stahnke's 
program, whenever it comes on it gets a high Nielsen rating. By 
the same token with our great population of Spanish-speaking 
people, the Spanish lessons on KAET are very, very well received 
as are the guitar playing lessons. 

I want to thank all of you for being here. It's been a real 
pleasure. 

Mr. Elus. Senator, if I could just interrupt, because you weren't 
home last Sunday, I want to tell you how important localism is. 

For 3 years we have had a salute to the community. It's called 
Channel 8's Great 8 Sunday out at Fountain Hills, a retirement 
community with a lot of space. Beautiful fountain and grass. 

We invite people to come out because we want to thank them for 
the support they give us; 50,000 friends of the station that directly 
support us. And this Sunday we were on the air 5 hours broadcast- 
ing parachute jumps and 2y2-mile fun run, and a 10,000-meter race. 

We had an estimated 40,000 and 50,000 people that came out to 
celebrate that day with us. They were people of all ages, complete- 
ly across the whole demographic scheme in the area. 

And I really think, Senator, that that tells you what a local 
station can do in support of programing and the response we get 
from the people. 

Senator Goldwater. Well, we will try to find some money. 

Thank you very much, gentlemen. 

All right. The next panel will be Mr. Topper Carew, president, 
Rainbow Television Works; Mr. Michael Ambrosino, president and 
executive producer, **Odyssey," Public Broadcasting Associates 
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from Massachusetts; Mr. John Reilly, executive director, Global 
Village, New York; Mr. John Curtis, president. National Instruc- 
tional Telecommunications Council, Williamsburg; Ms. Julie Motz, 
president, Hudson River Film and Video, New York; and Mr. 
Ralph Arlyck, telecommunications representative. Association of 
Independent Video Film Makers, Inc. 

STATEMENTS OF TOPPER CAREW, RAINBOW TELEVISION 
WORKS; MICHAEL AMBROSINO, PRESIDENT AND EXECUTIVE 
PRODUCER, "ODYSSEY," PUBLIC BROADCASTING ASSO- 
CIATES; JOHN REILLY, EXECUTIVE DIRECTOR, GLOBAL VIL- 
LAGE; JOHN A. CURTIS, PRESIDENT, NATIONAL INSTRUC- 
TIONAL TELECOMMUNICATIONS COUNCIL, INC.; JULIE MOTZ, 
PRESIDENT, HUDSON RIVER FILM AND VIDEO; AND RALPH 
ARLYCK, TELECOMMUNICATIONS REPRESENTATIVE, ASSOCI- 
ATION OF INDEPENDENT VIDEO FILMMAKERS, INC. 

Mr. Carew. Thank you. 

Rainbow Television Works is a nonprofit producer of programs 
for public television. We are based in Los Angeles. Its 15-member 
board comprises an equal number of black, Hispanic, Amerasian, 
and white participants. Its production roster currently includes the 
second season of the Righteous Apples, 10 half-hours of dramatic 
comedy targeted to teenagers; 10 one-hour individualized, family- 
oriented dramas entitled **Rainbow Movies of the Week"; seven 
one-hour individualized, family-oriented dramatic musical's entitled 
"Tales in a Golden Grove.*' In keeping with Rainbow's organiza- 
tional goals and objectives, each of the above-mentioned series is 
conceived and produced to encourage its viewers to communicate 
more effectively across cultural and racial lines. 

While many would judge the success of Rainbow by the volume 
of work it has secured in its 3 years of existence, fSw are aware of 
CPB's critical involvement in our growth. The first level of support 
came in the form of a fellowship which afforded me an opportunity 
to study dramatic production at the BBC and in Hollywood. Conse- 
quently, the transition from a program management position at 
WGBH in Boston— a PBS affiliate— to the helm of Rainbow, an 
emerging independent production organization specializing in 
drama, was made easier. 

During the CPB fellowship period, I researched and developed a 
methodology for the production of more cost-effective, high-quality 
drama. This research effort evolved into a pilot and eventual series 
for the Righteous Apples. 

The Righteous Apples presented a historic occasion within the 
minority community. Why? For the first time in the history of 
American television, a minority supplier. Rainbow, was producing 
a prime-time television series. In addition, 6 writers gained admit- 
tance to the Writers Guild, 14 production people gained their first 
on-air credits, 6 actors got their first regular series, and numerous 
other employment opportunities were created for minority people 
in Hollywood, all as a consequence of the Righteous Apples. 

The institutional credibility and self-confidence gained by the 
Righteous Apples experience has served Rainbow's new projects 
well. We feel more secure in our ability to manage and produce 
large scale, national series at cost and with minimal overhead. 
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Again, the work opportunities these projects present are substan- 
tial. 

Rainbow would not have gotten off the ground without the sup- 
port of CPB. Why? What individual broadcast institution would 
have consciously committed dollars toward my professional devel- 
opment? 

And further, of those broadcast organizations which finance 
mainstream American television programs, which would have 
dared to finance a dramatic television program whose content con- 
tinually encourages teenagers to resolve racial conflicts in a more 
honest manner and open manner? And further, who among Ameri- 
can broadcasters would finance a program with full knowledge that 
they were also giving life to an organization which one day could 
possibly become the first minority television supplier of any 
volume or substance? 

I submit to you again that the scale of Rainbow's activities 
should not be simply measured by the volume of work it produces, 
but more by the character of the programs it produces, which 
reflect the richness and diversity of American society and its expe- 
rience — the Chicano, the Native American, urban and rural blacks, 
Appalachian whites, the Japanese-American, the Chinese-Ameri- 
can. 

We at Rainbow have a vision of an equitable, just, and pluralist 
American future, one in which all its people share a sense of 
common purpose. From this source of inspiration. Rainbow was 
bom. Through CPB, Rainbow's vision has materialized. 

Without CPB support of independent producers, few outside the 
station system will have the chance to produce national programs. 
More specifically, an independent need make only one stop at CPB, 
but to secure funding through the Station Program Cooperative, a 
producer must make many stops. 

Therefore, as an independent producer. Rainbow TV Works pub- 
licly states its support of CPB and the proposed direction for na- 
tional programing efforts outlined in S. 720. Beyond this, we would 
hope that the amount of dollars allocated to national programing, 
minority programing, and independent productions would be in- 
creased, in an effort to further support diversification, innovation, 
and quality, while at the same time recognizing station needs. 

I would also hope that dollars passed through to stations be used 
exclusively for programing and that independent producers be in- 
volved. 

Thank you. 

Senator Goldwater. Thank you. 

Now we will hear from Mr. Michael Ambrosino. 

Mr. Ambrosino. Thank you. 

We are an independent production company in the city of 
Boston. I was also at WGBH for 20 years, so I have some experi- 
ence in both station and independent work. 

I speak today in support of the program fund and philosophy of 
keeping pools of money sufficient to inspire people to create pro- 
grams. I think not often enough it is stated that it is people that 
make programs— individual people and not institutions. It is the 
role of the institution to train, inspire, and to have available suffi- 
cient funds, and as far as possible, to make it possible for people 
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like myself and others on this panel to come to develop new series 
and new projects. 

There is a myth of public television— I think it's a very handy 
one— of an elite group of people who make programs, an elite 
group of people that show them, and an elite audience that comes 
to view them. If this were ever true — and I don't believe it was; it 
was a handy myth for the press— it is certainly not true now. 

The biggest success story, I think, in the last 10 years has been 
the way certain Federal funds have been allowed to create certain 
large national series that were created by a large and diverse 
number of people, and, if you watch the ratings, are viewed by a 
large, diverse audience, larger than most of the programs normally 
considered the elite public broadcasting fare— music, the dramas, 
et cetera. These are the programs that explore the real world. They 
explore politics, history, economics, science and archeology. They 
do so in a way that brings together a very large and diverse 
audience. 

These programs were mostly developed with funds that came 
from Corporation for Public Broadcasting and program funds of 
NEH, NEA, and NSF. I speak solely of the program fund today, 
and say that the program fund inspires people to come forth and 
create new projects and new series. 

Thank you. 

Senator Goldwater. Thank you very, very much. 

Mr. John Reilly. 

Mr. Reilly. Thank you, Senator, for the opportunity to testify. I 
am executive director of Global Village, which is a production and 
media center in New York City. We are producers of programing 
for public television and have also conducted a number of profes- 
sional seminars and educational meetings around the country. 

For the past 5 years, we have been conducting these sessions at 
public stations, inviting independent producers in to try to find 
ways of furthering cooperation. Based on that experience, I wish to 
comment briefly on some of the provisions of the bill. 

First of all, we very much applaud the fact that you have pro- 
posed and put forward this bill. Many of the provisions, we feel, are 
very worthwhile. The continuation of the forward funding, mul- 
tiyear authorization of CPB, I think, is very important. It certainly 
has worked in the past to provide a kind of heat shield in terms of 
Federal support for the system. We feel that this support is very 
important, and should be continued. 

Probably the clauses of the bill that most concern independent 
producers are those that place stress on money going into program- 
ing. Independent producers, essentially, maintain very minimal 
facilities. We are primarily concerned with programing and par- 
ticularly with quality programing. I am going to get to that point 
about quality programing in a moment. 

We feel continued support for the Corporation for Public Broad- 
casting, particularly for its role in maintaining a programing fund, 
is essential. Many of the most innovative programs that have gone 
onto public television in the past 10 years have been developed and 
produced through CPB support. CPB has often supplied a leading 
edge, a creative point of departure where others have followed. 
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Unfortunately, some of the underwriters of today's public televi- 
sion tend not to concern themselves with the American product. 
Many of the corporate underwriters buy British products and other 
programing which they can pre-screen and which is prepackaged, 
and do not encourage the artists and local talent in the United 
States. 

We feel that it's very important that the Corporation for Public 
Broadcasting continue its role in area, with its stress on developing 
new talent both in the area of producing documentaries and in the 
area of drama. I think you will find that CPB has played a very 
important role in the search for American talent and in its devel- 
opment. 

We also applaud the fact that you have stressed money going to 
the stations and being used for programing. I understand, again, 
with a chief concern for producing work, feel stations should put as 
much of the Federal dollars into programing as possible. The 
reason for that has to do with the fact that, very often, corporate 
and other underwriting can be used for other aspects of station 
operation, whereas the discretionary money from CPB very often 
can and, we feel, should go into programing. So we very much 
support this aspect of the proposed bill. 

ITiis has become particularly crucial, I feel, in light of the pro- 
posed cuts at the NEA and NEH and National Science Foundation, 
because many of the dollars that went into innovative programing 
came through those foundations and endowments. That cut, that 
proposed cut is going to hurt in terms of developing programing. So 
a continued and strong role for the programing fund at CPB, is 
absolutely essential. 

We suggest one relatively minor change in the bill which we 
have also submitted to you in writing. We suggest that under 
paragraph 6, section (a), which currently reads: 

The corporation, in consultation with public television and radio licensees, shall 
review annually the criteria and conditions regarding the division and distribution 
of funds reserved pursuant to paragraph 3(a) among public television and radio 
stations. 

We suggest that wording be inserted in there which reads: 

The corporation, in consultation with public television, other interested parties 
including independent producers, and radio licenses, shall review annually the 
criteria and conditions regarding the division and distribution of funds. 

We feel this change is important, because the independent pro- 
ducer, by most measures, has contributed enormously to quality 
programing. 

This year, in the case of the Columbia-DuPont Journalism 
Award — of the seven awards given out for public television pro- 
graming, four of those awards went to independent producers. In 
the area of the Emmies this year, of 10 groups receiving Emmy 
Award nominations in the category of "Outstanding Program 
Achievement in News and Documentary", five went to independent 
producers. We think this is a testament to the quality of program- 
ing generated by independent producers in this country. 

I thank you very much. 

[The complete statement follows:] 
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Statement of John Reilly, Executive Director, Global Village 

My name is John Reilly, and I am Executive Director of Global Village Video 
Resource Oenter~a production group and media center involved in producing pro- 
gramming for public television with a particular emphasis on the worx of independ- 
ent producers, in conducting seminars and educational programs, and in addressing 
issues of public policy and programming for television. 

I wish to express my appreciation to the Committee and to Committee Chairman 
Senator Goldwater for the opportunity to come before you and address some of the 
aspects of the Public Telecommunications Act of 1981. 

In the course of Global Village's activities over the past few years, we have been 
given the opportunity to conduct over 26 Seminars in various American cities which 
address the question of how quality pro^amming can be fostered by bringing 
together Independent Producers and Public Television Stations. One of the cities 
where Global Village was most cordially received and achieved a high degree of 
success in its endeavors was Phoenix, Arizona — the site of a key public television 
station in Senator Goldwater's state. Based on these experiences and others, it is 
our feeling that independent producers have been and will continue to be vital to 
the production of high-quality, innovative and diverse programming for the public 
television system and that they should be fully involved in any deliberations con- 
cerning how federal funding for public television is allocated. 

We nave prepared a few comments on the proposed legislation currently before 
the Committee. We feel that it is commendable that the proposed bill continues the 
former appropriations and multi-year authorizations that have helped to insulate 
the Corporation for Public Broadcasting in the past. It is important to retain the 
separation between Congress and the Corporation. 

The stress in the bill on making funds available to smaller stations is also 
important. In the course of our Seminars across the country, the smaller market 
stations almost never maintained large production staffs, and they frequently treat- 
ed the Independent Producer as an Equal in projects, rather than just as another 
crew. 

The two provisions of the bill of greatest interest to us are those concerning the 
new emphasis on programming. By restricting the federal funding to program 
production and acquisition, the bill will address one of the primary concerns of 
independent producers Who have been disturbed in recent years by the increase in 
support staffs at public television stations and by the heightened number of stations 
activities which are unrelated to programming production and acquisition. We 
acknowledge and accept that many of these activities are necessary in light of the 
shift towards greater corporate and viewer support of public broadcasting. However, 
many of us are distressed by the use of Federal Funds for the ancilliary activities of 
these stations. 

We further applaud the stress placed in the bill on the Corporation for Public 
Broadcasting committing its funds to programming. We feel that the Corporation 
has played a major role in funding innovative and ofiverse programming, particular- 
ly in the area of cultural and news and public affairs offerings, as such program- 
ming very often does not receive the support of corporate underwriters. Without 
CPBs firm perseverence, much of the most creative programming would be lost 
both to the system and to the public. Of the 103 million dollars currently reflected 
in national PBS programming, 34 million was allocated through the Station Pro- 
gram Cooperative, 27 million came from corporate support, and 12 million dollars 
came from the Corporation for Public Broadcasting. It is that 10 percent of funding 
for national public television programming which comes from CPB that often allows 
the greatest innovation and creativity as it is not used for pledge weeks, for the 
acquisition of Hollywood films, or for the purchase of British drama. 

A ROLE for the INDEPENDENT PRODUCER 

We feel that it is essential that the Independent Producer play a distinct role in 
formulating policy as well as in producing programming for public television. 

One of the most important awards given out each year which gives recognition for 
excellence in programming is the Columbia DuPont Journalism Award. This year, 
of the seven awards given out for public television programming, four awards went 
to Independent Producers. Another measure of excellence in programming is the 
Emmy Awards. This year, of the ten organizations that receiv^ Emmy Award 
nominations in the category of News and Public Affairs and Documentary, five such 
groups represented the works of Independent Producers or Independent Production 
Centers. By almost any measure one can apply, if we are concerned with quality 
and excellence in programming, the Independent Producer plays a msgor role in 
achieving that excellence. 
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We feel that there is a way of including the Independent Producer in the pro- 
posed bill in a manner which would greatly enhance its effectiveness. We propose to 
make a change in Paragraph 6(A) which reads as follows: 

"The Corporation consultation with public television and radio licenses, shall 
review annually the criteria and conditions regarding the division and distribution 
of funds reserved pursuant to paragraph 3(A) among public television and radio 
stations/' 

We propose to change Paragraph 6(A) to read: 

'The Corporation in consultation with public television, other interested parties 
including Independent Producers, and radio licenses shall review annually the 
criteria and conditions regarding the division and distribution of funds reserved 
pursuant to par^aph 3(A) among public television and radio stations." 

All in all, we feel that the bill is a mcgor step in the right direction. It preserves 
the heat shield provision of current legislation; it correctly recognizes the role of the 
smaller station in the S3rstem; and it puts a ceiling on the amount any one station 
can receive from the Corporation for Public Broadcasting. The bill also places major 
stress on the fimds from the federal government going mto production and acquisi- 
tion of programming both locally and nationally. Since Independent Producers are 
basically concerned with creating programming, we do not maintain large staffs or 
facilities. Therefore, we applaud tnat element of the bill which stresses program- 
ming. 

We only ask that Independent Producers be included in the planning stage of the 
Corporation's deliberation as to how funds are allocated. 

I thank you all very much for the opportunity to testify before this Committee. 

Senator Goldwater. Thank you very much. 

Ms. Motz, we will now hear from you. 

Ms. Motz. I think it is very likely that this bill like most legisla- 
tion will end up to be a compromise between logic and political 
considerations. Since there is no shortage of people to speak for the 
political considerations, I, as an artist, am here to speak for logic. 

People who have heard me testify in the past and know my 
position are going to be very surprised to find me testifying in 
defense of the system which I have openly and vocally attacked in 
the past. The fact is that for all its flaws, and they are legion, the 
public broadcasting system is the only system whereby the kind of 
work that I do can be seen by millions and millions of people. 

To suggest that it is an elitist system, is to have contempt for 
those people and for the fact that they are capable of appreciating 
a certain kind of complex level of information that public broad- 
casting has singly pioneered in presenting to them. 

There is a myth in the country somehow that poor people are 
dumber than rich or middle-class people. I don't think that is true. 
I think poor people lack information and lack access to middle- 
class information networks, and we genuinely despise people who 
don't have information in this country. 

I think public broadcasting, as an extension of free public educa- 
tion, represents the best possibility we have for getting information 
out to people. In fact, I would boldly like to suggest that if you 
want to consider the two lynchpins of our society, democracy and 
capitalism, public broadcasting is as essential to democracy as com- 
mercial broadcasting is to capitalism. 

I think that if you truly want to encourage local programing, you 
most have a funding match that encourages just that. I would 
suggest that the dollars sent to individual stations from the Feder- 
al source be specifically keyed to the hours of local programing 
produced for and aired on those stations. 

Similarly, if you are interested in diversity, I hold with the 
position that independent artists are in their diversity the best 
source of diverse programing and suggest there be some provision 
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for an automatic funding mechanism to match funds raised by 
independent producers, similar to what the stations now have for 
CSGs 

I don't see why the entrepreneurial efforts of individuals 
shouldn't be rewarded in much the same way that those of stations 
are. In terms of certain incentives in the current bill, I think they 
are excellent and should go further. The whole question of finan- 
cial accountability and openness is wonderful, but I don't think the 
stations should be singularly taxed in this way. 

I would like to remind you that the Corporation for public broad- 
casting is specifically excluded from provisions of the Freedom of 
Information Act. 

Consequently, it's extremely difficult to get any information from 
CPB about specifically how their money is being spent and on what 
basis their decisions are being made. I have, myself, tried to do so 
with reference to the program fund without success. I would sug- 
gest that this be this corrected. 

Regarding the allocation of Federal funds for program produc- 
tion, I would like to see the corporation directed as the stations 
are, to have all their funds go directly into programing. As far as 
training is concerned, I think that heavy program production is the 
best insurance of good training, because it is what attracts interest- 
ed people to the field. In terms of research, the one thing which 
commercial broadcasting has done brilliantly is to deliver wonder- 
ful new technologies into our hands. I don't think that the corpora- 
tion needs to be concerned with that area. 

What public broadcasting has done outstandingly and uniquely is 
to pioneer the sophisticated use of new technology in terms of 
content. I would like to urge that all their funds be focused in that 
direction. 

Thank you. 

[The statement follows:] 

Statement of Juue Motz, President, Hudson River Film Co. 

It is with some surprise that I find myself coming to the defense of a system of 
which I have long been an open and vocal critic. If politics makes strange bedfel- 
lows, then public policy I must observe makes even stranger ones. 

As an artist, my instinctive affinity is for the entrepreneur, not for the bureau- 
crat. And yet it is an irrefutable fact that it is a publicly supported bureaucratic 
system— in truth, a system of many bureaucracies — which has allowed me to sur- 
vive, and for my work to be seen. That this system has managed to grow and 
flourish in a governmental climate which runs the gamut from bengin neglect to 
open hostility is something of a miracle. My own survival within that system, and 
the range of work which I and my partners have been able to do and find an 
audience for, is a replication of that miracle — for the system unfortunately turns to 
us that very face of indifference and acrimony which it encounters in the outside 
world. 

One of the serious problems with public broadcasting is that incentives and goals 
seem curiously mis-matched. As a result, whatever succeeds appears to do so in 
spite of the system rather than because of it, and my criticisms in the past have 
focused on trying to correct this. I feel compelled, once more, to offer some sugges- 
tions along these lines— undiscouraged by the fact that they will be regarded for the 
moment as politically impractical, and mindful of the fact that today's ideals may 
become tomorrow's politics, and today's pragmatism tomorrow's practice. 

A frequently articulated goal of public broadcasting is a high quality of diverse, 
locally produced programing. In spite of this federal funding is in no way geared to 
the amount of locally produced, locally aired programing which a given station 
provides. I would like to suggest that some thought be given to devising a formula 
which would accomplish this. As a complement to this, I would like to propose as I 
have in the past that some provision be made for independent producers to receive 
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matching funds for production through an automatic mechanism similar to the 
stations' CSG's. Although I offer these suggestions here in capsule form, I have 
worked out the details of their implementation, and would be glad to answer any 
questions from the committee on that subject. 

Having outlined what are, for me, its major sins of omission, I would like to 
proceed to a direct consideration of the provisions of the proposed bill. While it 
reflects a commendable desire for change, on which its authors are to be compli- 
mented, I believe that passion can be more sensitively and effectively applied. 

The commitments to openness and accountability and to programing are excel- 
lent. The emphasis, however, is somewhat unevenly placed with the result that the 
stations will be put to a test that should most appropriately be applied to CPB as 
well. Since the Corporation is specifically exempted from the provisions of the 
Freedom of Information Act, it is extremely difficult to get precise information 
about how their funds are being spent and on what bases funding decisions are 
being made. I have myself attempted to do so with regard to the Program Fund 
without success. I would suggest that it is both counterproductive and contrary to 
the spirit of an organization engaged in stimulating the dissemination of informa- 
tion to withhold information about how it operates, and that this should be 
corrected. 

Regarding the targeting of federal funds for programing, I would like to see the 
Corporation and the stations similarly constrained. It is mv observation that a 
healthy system with heavy program production automatically provides a fertile 
training ground and attracts people with a lively interest in the field. I believe this 
is in line with the Administration's views on productivity in general, and I see no 
reason why public broadcasting should be an exception in this respect. 

In terms of research, the world of commercial broadcasting has consistently 
required and developed new and less costly communications technologies from 
which we all have benefitted. What it has not done— and what public broadcasting 
has done outstandingly and uniquely— is apply those technologies to any content 
that is as complex and sophisticated as the technologies themselves. This, it seems 
to me, is public broadcasting's singular contribution and most appropriate mission, 
and I would like to see CPB's funds applied directly and exclusively to this end. If 
this is done, I believe that training and the development of new formats will find 
their appropriate place within the system. If it is not, I am afraid that the Corpora- 
tion will cling to its old, safe habits, that is to say, pump as much money as possible 
into training, research and demonstration projects whose results are less visible, less 
evident and less risky. 

On the question of the composition of the CPB board, I think that the quality and 
professional background of its members is more important than the number who 
serve. Reducing ite size will make it more efficient only if the board members have 
substantial experience in broadcasting or in a related field, and I would make an 
urgent plea that this qualification be considered. At the moment, the ability of the 
staff to run rings around any board member who chooses to question a management 
practice or decision is embarrassing and frustrating for participants and observers 
alike. 

On a similar note, I would suggest that some requirement be made that the 
president of the Corporation, at the very least, have some broadcast experience, and 
that senior staff positions be filled, wherever possible, from the field. 

At this point I would like to take issue not so much with the letter as with the 
spirit of the law, which seems to me punitive and counterproductive in the extreme. 
While I have long argued that public broadcasting is not so much a poor as a poorly- 
managed system, I think that it clearly deserves far more generous treatment than 
is provided for in the proposed bill. If the philosophy behind the reduction of 
funding is that cable and commercial non-broadcast distribution will take up the 
slack, and provide new outlets for innovative cultural, educational and information- 
al programing, I would like to vigorously object. 

The delightful and extremely optimistic notion that the modern electronic media 
could, like that earlier technology, the book, be used to educate and creatively 
inform a vast and curious public was pioneered by public broadcasters, who have 
remained, over the years, the greatest champions and enthusiasts of that idea. They 
have not trashed our children, played to our prejudices and exploited our ignorance 
by substituting gossip for information. If democracy and capitalism are the lynch- 
pins of American society, then I would boldly suggest that public broadcasting is as 
essential to the former as commercial broadcasting is to the latter. 

Like most democratic institutions, public broaacasting is extremely chaotic, and 
seldom at peace with itself. (One could hardly imagine William Paley publicly 
feuding with the head of the National Association of Broadcasters, while the specta- 
cle of Messrs. Iselin and Grossman sniping at each other in the national press is a 
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rather familiar and healthy one.) It advances with glacial speed, not by flat, but by 
unmappable consensus. Unlike commercial broadcasting, it seems incapable of repli- 
cating its successes — which may simply be indicative of the fact that creativity 
cannot be cloned. 

The misgivings which are current about the system seem to stem more from its 
accomplishments then its failures, and to relate to a certain paranoia we are 
experiencing about the nature of democracy itself. Public broadcasting is steadily 
emerging as the best hope which free public education has— but it is emerging 
against a counter-current which sees the freedom of information as dangerous, and 
worries about a public that knows, sees, experiences and understands too much. If 
there is little liberty in poverty, there is even less in ignorance. Information is the 
key to mobility without which poverty is an eternal state. 

In terms of delivering information, free public television is as vital to a free 
democracy today as free public schools and free public libraries. To suggest that any 
of these could be replaced by commercial ventures is to fail to realize the very 
special place which information, as a imifying and a liberating force, has in our 
society. The Library of Congress, the vast municipal and rural library networks and 
the great state university systems are a long-standing testament to the value we 
place on "man's right to knowledge and the free use there of." If the money spent 
on this newest and most powerful public knowledge-delivery system suddenly seems 
too much to pay, we are in grave danger of discovering how truly costly isolation 
and ignorance can be. 

Senator Goldwater. Thank you very, very much. 

Mr. John Curtis, president of the National Instructional Tele- 
communications Council, Inc. 

Mr. Curtis. Thank you, Mr. Chairman. Thank the staff for invit- 
ing us here, too. 

Our association — Mr. Blatecky is with me, the secretary — is a 
nonprofit one. It represents a group of distributors who are special- 
izing in the distribution of educational, medical and social services, 
both expert teaching materials. 

As you know, that is one of the objectives obviously that you 
have in this committee. The word education is very often used. We 
have been specializing in that, even from days before CPB was 
formed. 

Perhaps the Congress was misled. I have said this to both chair- 
men, by the two Carnegie Commissions, by emphasizing one of the 
six major methodologies available for the distribution of cultural 
and educational information. There is, of course, commercial and 
public broadcasting. This is also ITSF, which has 26 channels, some 
14 of which can be used in any community without impinging on 
the ability of another community. 

This is a carrier technique developed during World War II, now 
being widely used by many of our members to serve the deaif, the 
blind, the deaf-blind, the aged and the home-bound. There is a 
mundane telephone line which makes a great return certain, so 
that you have the effect of two-way teaching. 

If you don't think that is important, let me give you some facts 
from a study made over a 4-year period, the students served by 
two-way circuit, 78.1 percent received A's and B's compared to only 
60 percent served by one-way circuits. Drop-out rate for one-way 
circuit is 23.1. It is less than 1 percent for two-way. 

In other words, your legislation correctly assesses the fact that 
there are many technologies today available that have been now 
proved practical for the purposes of this legislation. I commend you 
for putting it in writing even though you obviously, of course, are 
caught in a hornet's nest. 
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The second thing our association wants to make clear, we are not 
here pleading to rob Jimmy, or CPB of its money so we can get 
more. We can all argue about local versus national issues. I happen 
to be in the former group, but the fact is that our country is in 
trouble. I think we have all got to pull in our belts. Of course, we 
are not going to be able to do all the things we once did. But it is 
more important to serve the nation than it is my station or any 
other group of stations. 

So, I am not very impressed by these pleas for more money, or 
give me the other mans money. I am interested in calling your 
attention not only to the fact of diversification, which you espouse, 
in technology, as well as programing. I was interested also in 
calling your attention to — that there are two distinct moves made 
by this Congress and your committee that have made possible what 
we have today. 

One of those concerns equipment. The other, programing. And 
they are two separate pieces of legislation. One was in the Facili- 
ties Act, and one in the so-called Programing Act. 

Now, this is very important because a very influencial and sup- 
posedly knowledgeable public officer testified here that facility dol- 
lars were no longer needed. Well, I was shocked. So we suggest 
tliree things. I want to respect the clock. They do ask us to. 

No. 1, set aside 10 percent of whatever you appropriate, as you 
did in the Facilities Act 2 years ago for use by any nonprofit entity 
serving public educational, medical and social services. You have 
increased the ITSF operations in that country by that one move of 
your committee by over 20 percent in the last 2 years. The first 
group we have had since 1970. 

No. 2, having done that, I suggest that you move the facilities 
under CPB, again making it clear to them that you are not inter- 
ested what the technology is. You are interested in the public 
service supplied by a given station. 

In Arizona, it may be over the air. We have 100,000 homes being 
served by our little station by CATV. I could go on and tell you 
what we are doing, but the time doesn't permit. 

Now, that would be a farsighted statement and move, in my 
opinion. Give us back democracy. One more point and I will stop. 

It took us 5 years and $75,000 of privately earned money, which 
none of us inherited, to break the stranglehold of public broadcast- 
ing in Virginia. They didn't want us in. They were afraid we would 
get some of the State monejrs. Fortunately, a Federal agency start- 
ed us off, and having started us off, the State now is a major 
contributor to our annual budget. So, don't let us, because the word 
nonprofit hangs from our throats, think we are holier than thou. 
We are, all of us, fighting for our own selfish interests. And what 
broad statement like legislation such as you are trying to do here 
and amended as I suggested to make that a reality. 

And I thank you, very much. 

[The statement follows:] 

Statement of John Curtis, President, National Instructional 
Telecommunications Council, Inc. 

Mr. Chairman and members of this committee, my colleague here with me is 
Alan Blatecky, Secretary of the National Instructional Telecommunications Council, 
Inc., and I am President of that non-profit professional society. 
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Regarding "Night-See" membership, may we state the following: 

(1) Most of our members— at least 95 percent of them— have been operating for 
more than an average of 8.3 years without any or very minimal — direct or inoirect 
Federal funding. As a group, therefore, they are the only (a) non-profit, (b) user- 
supported (c) telecommunications delivery-system operators in these United States. 

(2) Our membership includes small-city installations, such as those in Huntsville 
and Birmingham, Alabama, large-city installations such as the comprehensive 
Catholic networks in Metropolitan New York City, Chicago, San Francisco, and Los 
Angeles; small-town rural-serving installations such as those in Newburgh, New 
York, and Fresno, California; state-wide and maior area-cooperative operators, such 
as those of Metropolitan Cleveland and the Indiana State network, and the great 
University Network of Harvard, Illinois Institute of Technology, Michigan, Stanford, 
University of Southern California, University of Texas and Emory University. 

(3) America's ITFS systems operate 510 TV channels and "Night-See" represents 
65.9 percent of the nation's only primarily user-supported educational/cultural net- 
works. 

Incidentally, it should be noted that the authorized representative of the Corpora- 
tion for Public Broadcasting last week informed me that the 170 CPB affiliated TV 
stations operate 290 channels — approximately one-half the number operated by the 
non-profit, user-supported ITFS stations, but, in the interest of accuracy, we want to 
emphasize that ITFS stations usually have a 20-25 mile distribution pattern, where- 
as the Public Broadcasting stations have, we believe, patterns that are 35-40 
miles— or approximately four times that of the geographic coverage of an ITFS 
station. These comparative figures and statements are only stated to give the 
members an overall understanding regarding where "Night-See" members fit into 
the total U.S.A. non-profit telecommunications delivery system matrix. 

We want to thank your Counsel and you members of this Senate sub-committee 
for inviting us to testify here today. We will try to make our testimony constructive 
to the whole U.S.A. and its citizenry— not oriented to our own self-serving interests 
and/or provincialism. Firstly, let me make clear this point. We are not recommend- 
ing any increase in the appropriation dollars recommended by this legislation. The 
economic stability of our nation— not our own selfish objectives— must come first if 
our democracy is to survive as an enlightened and prospering democracy. Secondly, 
S. 720 wisely endeavors (and I quote) to encourage the growth and development of 
public audio and video programs, however delivered." 

In other words, this legislation recognizes these facts: 

(a) Commercial and PBS broadcasting represent but one of the six available 
telecommunications system methodologies. 

(b) Let's use those methodologies which are most effective and coet effective. 
If you really insist on the proper implementation of the wordage already in S. 

720, you will increase by an order of magnitude the number and types of services— 
as well as the distribution in scope— of non-profit telecommunications delivery 
systems. 

However, we urge you to correct a cardinal omission now in the bill. You state a 
critically important congressional objective, but you fail to back it up with proper 
funding implementation. 

S. 720 recognizes but one of the six types of non-profit telecommunications deliv- 
ery-sytem operations. 

\Ve urge you to include in your funding statements the one major user-supported 
entity and other methodologies — whose services are as important to this nation as 
those of Public Broadcasting Stations— by adding these words to line 21 of page 10 
of Senate Bill 720 "and not less than 10 percent of such funding will be made 
available to non CPB — affiliated, non-profit educational telecommunications entities 
for the extention and operation of existing systems and for the establishment of 
new, non-profit educational /cultural telecommunications distribution S3r8tem8." 
Thirdly, let's recognize that S. 720, like its predecessors, tends, unnecessarily to 
create a monopoly on non-profit public telecommunications control. 

For instance, right across the Potomac in Virginia, it took the Center for Excel- 
lence, Inc. more than five years of time and dollar-costly effort and two Virginia 
General Assembly actions before the Center could establish the free world's first 
interactive, multimedia, multiservice, privacy-protectable, multiorigination point 
network. The San Diego, California, multimedia, multiservice ITFS-CATV also dem- 
onstrates what an integrated ITFS system can do for the public. 

One of the reasons Congress tells us for creating the Corporation for Public 
Broadcasting was to provide a shield between political and public service decisions. 
To date, S. 720 only transfers the monopoly and politics to the states. Would any 
one of you vote to establish a single type of newspaper or commercial network in 
your state? 
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If you add our suggested wordage, you will restore one of the major reasons why 
CPB exists and will rectify the anti-democratic results of past legislation. Fourthly, 
we applaud the intent of S. 720 — to force the operators of non-profit telecommunica- 
tions aelivery systems to develop more cost-effective operating procedures. 

For instance, the FCC recently reduced the resolution specifications for education- 
al production. We have found that we can take advantage of the ruling to reduce 
our production costs by 70 percent or more in 80 percent of production work — 
without a reduction in learning efficiency. Fifthly, may I point out that not only 
most PBS stations, but that many Night-See networks have been built by Federal 
funding. Further, the statement yesterday made by NTIA's president that no fur- 
ther Federal facilities funding is required by Public Broadcasting may — or may not 
be true. However, his statement is not accurate when applied to the needs of user- 
supported ITFS stations. User dollars and frugal management can make ITFS 
systems operably self-supporting, but the capital to build more self-supporting sys- 
tems is not readily available. 

If S. 720 is revised into a piece of non-monopolistic, all-American legislation as it 
should be and as we recommend, our members will continue to supply the ingenuity 
to expand and to deliver America's educational, medical, social services and cultural 
programming on an ever-increasing distributional basis — to America's rural, as well 
as to its suburban and urban populations. 

For instance, at this very time, CenTeX of which I am President is exploring 
possible joint efforts with two of America's better known and successful commercial 
information system companies regarding the extention of CenTeX's system to Vir- 
ginia's Eastern Shore area— an area whose population lives on an average of 15 
years less than the populations in other parts of Virginia, where syphilis and 
tuberculosis is four times that of any other Virginia Commonwealth area, and 
where educational/ medical and social services expertise and materials — transmitta- 
ble by modem multimedia, multiservice telecommunications networks is so critical- 
ly needed by both the minority and migratory populations which support the area's 
economy and productivity. 



Questions of the Committee and the Answers Thereto 

As President of the National Instructional Telecommunications Council, Inc., 
("Night-See"), I have been asked by Riley Temple, the Counsel of this Committee to 
state clearly and fully the major facts and factors pertinent to answering the 
following question: 

Question, What do you foresee as the future of Instructional Television Funding 
under S. 720? 

Answer. Here are the major facts and factors as we see them. 

I. Unless modified, S. 720 will drive another nail into the casket of the only group 
of self-supporting non-profit telecommunications station operators in these United 
States. Let us remind your Committee members of some facts: 

A. Most "Night-See' members— at least 95 percent of them— have been operating 
for more than an average of 9.3 years without any or very minimal — director or 
indirect Federal funding. As a group, therefore, they are the only (1) non-profit, (2) 
user-supported (c) telecommunications delivery-system operators in these United 
States. 

B. Our membership includes small-city installations (such as those in Huntsville 
and Birmingham, Alabama); large-city installations (such as the comprehensive 
Catholic networks in Metropolitan New York City, Chicago, San Francisco, and Los 
Angeles); small-town rural-serving installations (such as those in Newburgh, New 
York, and Fresno, California); state-wide operations (such as the Indiana State 
network); the great University systems (such as those of Harvard, Illinois Institute 
of Technology, Michigan, Stanford, University of Southern California, University of 
Texas and Georgia's Emory University); and the nation's foremost pioneers of multi- 
media, multi-service networks, the San Diego School (California), the Center for 
Excellence (Virginia) and the TAGER and Richardson School (Texas) systems which 
are the only networks in the country meeting the diversity of technology mandated 
by S. 720, but which other wordage in the bill proceeds to nullify. 

C. America's ITFS systems operate 510 TV channels and "Night-See" represents 
54 percent of the nation's only primarily user-supported educational/cultural net- 
works. 

Incidentally, it should be noted that the authorized representative of the Corpora- 
tion for Public Broadcasting last week informed me that 170 CPB affiliatea TV 
stations operate 290 channels— approximately one-half the number operated by the 
non-profit, user-supported ITFS stations, but, in the interest of accuracy, we want to 
emphasize that ITFS stations usually have a 20-25 mile distribution pattern, where- 
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as the Public Broadcasting stations have, we believe, patems that are 35-40 miles— 
or approximately four times that of the geographic coverage of an ITFS station. 
These comparative figures and statements are only stated to give the members an 
overall understanding regarding where "Night-See" members fit into the total 
U.S.A. non-profit telecommunications delivery system matrix. 

II. The Required Corrective Steps to Save Instructional Telecommunications in 
America. A. Make Eligible for CfB Funding any Non-Profit Entity Using any 
Telecommunications Methodology to Serve America's Cultural and Educational 
Needs on a Cost-Effective Basis. 

Unless this objective is clearly stated, S. 720 will continue the past monopoly 
engendered by Public Broadcasting, which has resulted in the unnecessarily costly, 
diversity-killing, state-induced politically oriented practices of America's Public 
Broadcasting station operators. 

No one of you Senators would want a single Federally funded newspaper in your 
state. Why are you fostering a single type of the most powerful media yet developed 
by man? 

B. Continue and Increase Facilities Act Equipment Funding Even If CFB Funding 
Has to Be Decreased to Do So. 

Except for this type of funding, neither Public Broadcasting Stations nor the user- 
supported ITFS systems would be serving America. Reason: the capital for almost 
all of this nation s non-profit TV stations has been made possible by the funding 
provided by the Facilities Act and other Federal Funding. Why? Because dollars for 
capital equipment are harder than program dollars to get for non-profit, public- 
service purposes. Fortunately, the Congress two years ago opened up to all non- 
profit entities the funding of this Act. 

III. Make It Legally Automatic That All Non-Profit Telecommunications Entities 
Be Permitted to Use All Federally Supported Programming on the Same Schedules 
and Financial Bases as Public Broadcasting Station Operators. 

Public dollars should not be used to create unnecessarily a monopoly of Public 
Programming. Let's use programming dollars to serve the largest possible number 
of the nation's citizens on the basis of the most expeditious scheduling and broadest 
scope distribution possible. 

IV. Make the Use of All Non-Profit Satellite Networks Financed by Federal 
Dollars Available to All Major Non-Profit Entities Serving America's CStizenry— 
Including Current Operators of ITFS Systems. 

The "long-line" circuits of national satellite systems are as criticed to the develop- 
ment of instructional telecommunications services as they are to cultural services 
(such as those distributed by PBS stations.) 

This Committee should therefore develop the legislation required to make equally 
eligible both PBS and non-PBS non-profit distributors of instructional as well as 
entertainment programming and should further legislate the administrative ma- 
chinery to accomplish this objective. 

Unless these recommended modifications are made in S. 720, the Bill will further 
maim and eventually kill America's only group of user-self-supported non-profit 
telecommunications system operators. We hope this is not this Committee's objec- 
tives, and that you will therefore take the steps so critically needed to make 
telecommunications the public-serving medium it can be. 

Senator Goldwater. Thank you very much, Mr. Curtis. 

Now we will hear from Mr. Ralph Arlyck from the Association of 
Independent Video Filmmakers. 

Mr. Arlyck. Thank you for inviting us here this morning. 
[Pause.] 

What I have just given you is 10 seconds of dead air, which is 
anathema to broadcasters, public or otherwise. It seems to me you 
could take two views on what I just did. 

On the one hand, you could say it's innovative. You could say 
that 3 or 4 years from now in future, public television Senate 
hearings, they will all start this way. That we will have 10 seconds 
of silence and that this will be a trend to be emulated. 

The other view vou can take is that it's silly. I think that is 
probably the one that I would take. The point I want to make is 
whether it's innovative or silly, if I took that idea for dead air and 
included it in a proposal and took it around to public television 
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stations around the country, there are not too many who I could 
talk to about funding it. 

On the other hand, if I took it to NPR, Mcuikowitcz might just 
take a flyer on it. 

If I took it to CPB if I hit the right peer p€uiel I might be able to 
talk Lou Friedman into it. I would probably have to make it part of 
an eight-part series on ''Air in America," but I think he and I 
could talk about this if you see what I mean. 

Now, I am not trying to tell you that all independent ideas are 
whacko like this. I am not even trying to tell you that all our ideas 
are innovative. We work in all formats, in all styles. Some of our 
stuff is amateurish in the best sense of that word. Most of it is 
highly professional. A good bit of it wins Oscars and Emmies. I 
don't have to enumerate on that because John Reilly already has. 

I think what we all have in common is a very strong feeling that 
a sizable pool of national programing money has to stay in Wash- 
ington. That is not because the folks in Washington are smarter or 
nicer or anything else. It's essentially because they are account- 
able. If they shut out minorities, if they shut out women, if they 
shut us out, we know where to come to talk about that. But if I am 
one of three individuals in, say, a seven-county region in Illinois, 
they don't have to talk to me. I mean if I am lucky, I will hit a 
good station manager. But whether, I do or not, there is no ac- 
countability there. And therefore, that is not localism. I am local- 
ism. I come from Poughkeepsie. Believe me, that's local. 

So we strongly support retention of 45 percent of CPB funds for 
national programing. We strongly support the use of all Federal 
funds, both local and national, for programing. We are not happy 
about the funding cuts obviously, with the cut in both Endowments 
that is going to really hurt us severely. 

But we tMnk that the genius of this act is that you are taking a 
system which is in danger of dying because of the cuts and you are 
giving it a chance to survive by forcing it to do what it always 
should have been doing, and that is programing. 

That is the good news. What concerns us is not so much other 
parts of your bill, although we do have a written testimony which 
talks about a few of those things. 

It's the general language not only in your bill, but language, that 
in the last couple of days, we have been hearing all over the Hill. 

Here I have to echo what Mr. Ellis from Arizona said. Everyone 
seems to be waiting with bated breath for the impending technolog- 
ical millennium. And its sister saviour, the entrepreneurial initia- 
tive of public broadcasters. We have got venture capital, grant 
alliances, renting schemes, spots, magazines, disks, cable, subscrib- 
er TV. All this stuff that is designed to save the svstem. Well, we 
don't feel that it's going to save the system. We feel that it may 
kill it. I think what you are going to do is vou are going to take 
public broadcasters out there who are already feeling severe pres- 
sures to keep their stations afloat and to expand. 

I think that is a very basic problem for somebody who is head of 
a station. And you are going to heep upon him all these added 
profltmaking ventures, all these incentives. And you are going to 
hope that when it comes time for him to make a critical decision 
about programing, when it comes time for him to make a choice 
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that he's going to switch off a mental button and stop worrying 
about profit. I don't think it can happen. 

I suggest anytime anybody eets excited about all these entrepre- 
neurial ventures, they go back to Carnegie 1, go back to the em- 
powering legislation and see what the original intent of public 
oroadcasting was. 

So what 1 would just leave you with is, please, in your rush to 
save the system, and I think you are making a sincere effort to 
save the system with a really marvelous bill, please in your rush to 
save the system, don't give it away or sell it to the highest bidder. 

ThUnk you. 

[The statement follows:] 

Statement of the Association of Independent Video and Filmmakers, Inc. 

The Association of Independent Video and Filmmakers, Inc. (AIVF) is a non-profit 
trade association of over 1,300 independent producers whose styles range from three 
minute experimental video and film animation to feature length documentaries. 

Independents produce their work independentljr, without the support — or the 
overhead — of the mcgor Hollywood studios or television networks. 

AIVF is a service organization that provides independents the technical informa- 
tion and trade representation that they need to stay in business. 

AIVF SUPPORTS PUBUC TELEVISION 

AIVF has always been a strong supporter of public television. The public televi- 
sion system was created by Congress precisely because commercial television was 
unable to guarantee the production of diverse, innovative, quedity programming. 
That is why we endorse the policy of the Senate Bill 720 in its recognition that '7t 
furthers the general welfare to encourage public audio and video program services 
which will be responsive to the interests of the people both in particular localities 
and throughout the United States, and which will constitute an expression of 
diversity and excellence" (§396(aX4)), and in its further acknowledgement that 
support of public television is "of appropriate and important concern to the Federal 
Government" (§ 896(aX3)). 

AIVF SUPPORTS THE STRENGTHENING OF NATIONAL PROGRAMMING 

National programming must be encouraged and supported. Senate Bill 720 is 
commendable for its emphasis on national and local programming. In his introduc- 
tion to the bill, Senator Goldwater stated: "Forty-five percent (of CPE's appropri- 
ation) would be used bv the Corporation to promote the production of programs for 
national, local, regional, or special audience distribution. (S. 2279, 3/17/81.) 

CPB needs adequate funding to support such national, local, regioned, and special 
audience programming. Local stations are unable to afford productions of compara- 
ble thematic or financial dimension. While we take issue with the heavy overall 
reduction in CFB's budget called for by S. 720, we support the reaffirmation of the 
importance of nationally produced programming. 

Independents have an important role in the production of national programming. 
In the 1978 Act, Congress recognized the important contribution independents can 
make to public television in innovative and creative new programming, and directed 
that CPB reserve a substantial amount of its national program funds for independ- 
ent production. This requirement has been honored in the breach by CPB, with the 
Corporation reserving the lion's share of its program fund for bif^-budget series and 
station-related productions. Yet, independent producers can provide a wide ran^ oi 
cost-effective programming. They work quickly and efficiently in local situations. 
Their energy and diversity can enrich and augment the standard television fare. 

To ensure that public funds are used to the public's matest benefit, S. 720 should 
specify that no less than half of all CPB program funds, national and local, be used 
for the production of programming by independents. 

AIVF SUPPORTS INCREASED FUNDS AND INCENTIVES FOR THE PRODUCTION OP LOCAL 

PROGRAMMING 

Local public television stations should be dedicated to the production and acquisi- 
tion of local public television programs. Unfortunately, tne CPB Research and 
Programming Service study, "Summary Statistical Report of Public Television Li- 
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censees— July 1980/' revealed an appalling decrease in local programming. Pro- 
grams produced locally accounted for 376 hours, a scant 7.2 percent of air-time — and 
a decrease of 83 hours, or 18 percent, from 1976. For example, at WNET (New 
York), there is one half-hour of regular local public affairs daily, "New Jersev 
Nightly News", and a short "rip and read" program at midnight. Many award- 
winning locally produced programs, like "51st State" and "Realidades", have been 
discontinued. 

The existing structure of unrestricted grants to stations has failed to produce 
vibrant local program schedules. As described by Senator Goldwater: "Most of the 
Federal dollars that go to stations directly ... in unrestricted grants are used to 
cover general and administrative costs of operations." (S. 2279) 

Moreover, the current station funding system has failed to encourage stations to 
utilize independent producers. A CPB study, "The UtUization of Independent Pro- 
ducers Among Public Television Licensees, Fiscal Yecu- 1979," suggests that as few 
as 39 percent of public television stations use independent producers. (65 percent of 
those stations used independent material 10 hours or less, 12.5 percent for 10-19 
hours, and 21.9 percent used 20 hours or more.) Of the stations not using indepen- 
dents, only 23 percent of the 117 responding to the study reported plans for future 
use. 

To remedy the failings of the unrestricted grant S3r8tem, S. 720 limits CPB's 
station support to 50 percent of its annued budget, with the further important 
directive that those funds be used "for purposes related exclusivelv to the produc- 
tion or acquisition of public audio or video programs." (§ 396(kX7).J AIVF supports 
this limitation. However, by speaking of purposes "related" to program production, 
the bill opens a loophole big enough to walk through. Stations have traditionally 
given the term "production-related' its most sweeping meaning, covering everything 
from fundraising marathons to the carpeting in the program director's office. If the 
Subcommittee truly intends to limit CPB's funds to program production, it must 
clarify that the use of such funds shall be limited to direct production costs, not 
production-related expenses. 

Further, grants to stations should be designed to reward stations for the produc- 
tion of local programming. S. 720 omits any such mechanism, leaving criteria and 
conditions for the distribution of funds to be worked out by CPB "in consultation 
with public television and radio licensees" (§ 396(kX6XA)). Distribution of funds 
should be conditioned, by statute, upon some quantifiable measure of the production 
and acquisition of original, local programming, such as the number of hours of such 
programming produced in a given year. 

Finallv, S. 720's elimination of the matching formula for station funding is com- 
mendable as it will more equitably distribute Federed funds to smaller public 
television stations. In the past, such stations have been at a disadvantage because of 
their smaller market shares and their inability to attract m^'or underwriters. 
Capping station grants at $1 million will benefit the more needy stations, and 
strengthen the production of regional progranmiing. 

PUBUC MONEY SHOULD NOT BE USED AS VENTURE CAPFTAL BY PUBUC TELEVISION 

STATIONS 

AIVF agrees that CPS funds should not be used by the stations as venture capital. 
Accordingly, we support the provision of S. 720 requiring that a station's CPB 
funding be reduced by the amount of any income earned through activities unrelat- 
ed to tne station's public purpose: the production of public television programming. 

THE COST OF THE PUBUC SATELLITE INTERCONNECTION SERVICE SHOULD BE BORNE BY 
THE PUBUC BROADCASTING SERVICE 

8. 720 proposes the elimination of CPB support for satellite interconnection. The 

rsm is currently funded by CPB at about $11 million, representing 50 percent of 
cost of the interconnection. The bill is silent on who will bear the cost of the 
interconnection after the CPB funding stops. 

The interconnection system was created with public funds. Its operation must 
continue to primarily benefit the public, providing satellite distribution access to the 
range of sinall and large independent producers and public television entities that 
produce public television programs. U CPB support of the interconnection is to be 
eliminated, the Senate Bill must make clecu- that satellite distribution and operate 
ing costs must be borne by the public broadcaster, not the program producers. 
Allowing PBS to pass along the cost of satellite distribution to program producers 
will place an obstacle in front of producers, frustrating the purpose of S. 720: to 
foster the production of public audio and video programming. Producers do not ] 
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for non-satellite distribution by PBS. They should not be made to subsidize PBS's 
costs for satellite interconnection. 

OTHER PROVISIONS 

AIVF strongly opposes S. 720'8 reduction of the CPB Board from 15 to 7 members. 
While economy is desirable, minor savings must not be made at the expense of the 
diversity of viewpoints currently represented on the CPB Board. Public television 
policy muct be made by representatives of the American public, from as broad a 
sample as possible. 

AIVF sSso opposes the elimination of the requirement of the use of advisory 
panels and boards at the national and local level. At the national level, peer panels 
were designed to prevent arbitrariness in programming decisions. These panels 
bring a multiplicity of perspectives to programmers and should be viewed as a 
constructive and accountable mechanism to ensure that quality and innovation are 
the cornerstone of programming decisions. At the local level, community advisory 
boards were designed to prevent the insulation of local stations from the communi- 
ties that support them. Both purposes remain compelling today, far outweighing 
whatever savings could result from the elimination of these advisory structures. 
AIVF supports the strengthening of these structures, in order to make them truly 
effective. 

In sum, AIVF supports S. 270's emphasis on programming, but urges the Subcom- 
mittee to make explicit the important role of independent producers in the produc- 
tion of such public television programming. We thank the Subcommittee for this 
opportunity to express our support for public broadcasting, and to offer our views on 
the shape that public television should take in the future. 

Senator Goldwater. Thank you very much. Those were some 
very good observations. 

I do have a general question because we haven't heard people 
from your side of the fence yet. 

What are some examples of your programs that have been reject- 
ed by other markets, and then accepted by public broadcasting? 

Ms. MoTZ. I have a specific example. The very first independent 
venture we did was a 1-hour special narrated by Julie Harris called 
Christina's World. It was the story of the woman in the famous 
Andrew Wyeth painting. 

I raised the money for that on Wall Street — $80,000 in venture 
capital — in the belief I could sell it to a network, make a profit, 
and continue to do work on that level in the commercial world. 

Three years later, after it had been seen by every network execu- 
tive in New York and most of the major advertisers, I finally put it 
on public broadcasting where it proceeded to win four Emmies. 

Senator Goldwater. And everybody wished they had bought it. 

Ms. MoTZ. No. No. They just congratulated me. 

Senator Goldwater. Are there others who have ex£tmples they 
would like to offer? 

Mr. Ambrosino. There is the myth that much private money is 
there, and that less Federal moneys will make hungry public 
broadcasters do that much better at going out and finding it. 

After developing the Nova series, I left it in its fourth season and 
developed a new series in archaeology and anthropology. 

The Corporation for Public Broadcasting, and National Endow- 
ment for the Humanities, said yes within 3 months to their por- 
tion. In the ensuing 9 months 52 foundations and companies said 
no. 

The budget was dropped sufficiently to then have CPB and NEH 
pick up all of the remaining budget. One of the companies then 
said yes. 
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Why? Because it was a going concern. The one thing that the 
program fiind and operations like it do, is give ns the push to 
create going concerns. 

Mr. Arlyck. Senator, I think what would apply in the case of 
most of our members is that we don't go anywhere near the net- 
works because it's such a foregone conclusion that they won't touch 
us. 

In the early days some of us may have tried. And I went once 
with a film. The response that I got was, because it would be in 
news and public affairs, was, "Well, you know, we have to be 
responsible for our own news stuff. We don't know you. How do we 
know you didn't fake this whole thing, that you didn't just sort of 
fabricate it." 

I mean there is an arrogance there that really says that because 
they are responsible for their programs, that no outsider can do 
them. 

So I think that door is completely shut. What I was tr3ring to get 
at in the commercialization problem is what I predict, if this com- 
mercial stuff goes through, 10 years down the road, we won't have 
any more access to public television than we now have to ABC or 
CBS or NBC. 

Senator Goldwater. Thank you. 

Ms. MoTZ. I think the point to be made here is that PBS is 
essentially a third-rate bureaucracy. I mean it is wonderfully and 
lovingly chaotic as opposed to CBS which is a first-rate bureaucra- 
cy. 

The difference is that in a first-rate bureaucracy you will never 
get anything creative through. In a third-rate bureaucracy, if you 
really kill yourself to get it together you can get it through. 

That is an apparently small, but absolutely essential difference. 

Senator Goldwater. Well, that's a pretty good difference. One 
more question. 

Are you more successful in reaching agreements with individual 
stations or with CPB? 

Ms. MoTZ. I would like to say it makes absolutely no difference. 
That is part of that sloppiness I was referring to. It's whomever 
you can get to, whomever you know, who know something about, 
knows someone who knows, who happens to be in a good mood that 
day. 

That is why I totally favor a split between the corporation and 
stations. As an artist, it gives you that maneuvering room. 

Mr. Reilly. There is one point about that, though. In terms of 
going to get up-front money to do a project, it's extremely difficult 
to go to the "system" because first of all, you would have to go to 
some 160 stations or you would have to go through the SPC. 

And the SPC recently has not taken on very many new projects. 
I think this year only two new series have received funding out of 
a whole slew of things. 

Mostly it's repeat. So it's very difficult to go to those individual 
stations. Individually, they may be enthusiastic about projects we 
may be developing, but it's awfully difficult to piece all the stations 
together. 

We really need a place to go. One of the things CPB has done in 
the programing fund is provide that opportunity for producers to 
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go in, for Mike Ambrosino to go in with his idea for Odyssey, and 
try to get funding for it rather than making the rounds of every 
station. 

It's extremely difficult to do. 

Senator Goldwater. Well, I want to thank you and thank all of 
the other people who have been with us today. 

We hope to start marking this bill up next week. And we would 
hope to get it reported to the floor by May 5; as you may know, the 
Congress is going into one of its periodic leaves where we go home 
and do nothing. 

And it's a pleasure. Thank you very much. 

[Whereupon, at 12 noon, the hearing was adjourned.] 



Digitized by 



Google 



ADDITIONAL ARTICLES, LETTERS, AND STATEMENTS 

The University of Arizona, 

Tucson, Ariz,, April 3, 1981, 
Hon. Barry GtOldwater, 

Chairman, Communications Subcommittee, Committee on Commerce, Science, and 
Transportation, U.S. Senate, Russell Senate Building, Washington, D.C. 

Dear Senator Goldwater: I am requesting that you enter this letter with other 
testimony made to the Senate Commerce Conunittee pertcdning to Senate Bill 720, 
entitled the "Public Telecommunications Act of 1981. You recently introduced this 
BUI for consideration by the United States Senate. 

As the general manager of a public television station, KUAT-TV and public radio 
stations KUAT-AM/FM serving Tucson, Arizona,'! share with you our desire to 
ensure the continuance of a strong public broadcasting svstem. As you stated when 
you introduced SB 720, new Federal legislation should provide public broadcast 
stations with insulation from governmental interference, stimulate the development 
of excellent programming, and target Federal dollars to existing needs. The 'Tublic 
Telecommunications Act of 1981" has features which begin to achieve these goals. 
However, the decrease in Federal support from $172 million in fiscal 1983 to $110 
million in fiscal 1984 is too abrupt for the industry to absorb. I would suggest a 
decrease of $20 million per year over fiscal 1984 ($152 million), fiscal 1985 ($132 
million), and fiscal 1986 ($112 million). Such carefull}^ staged decreases would allow 
the industry to prudently develop new sources of income while maintaining an 
acceptable level of service. 

I support the Bill's provisions allowing for appropriations to the dJorporation for 
Public Broadcasting to be made two years in advance. Section 396(KX1XA) (as 
proposed). This appropriation schedule allows stations adequate lead time to plan a 
reasonable level of service activities based upon predictable Federal grants. In 
addition, I support the deletion of the matching provision which bases Federal 
support levels for public broadcasting on the amounts of non-Federal monies gener- 
ated by public broadcast stations. The matching formula has never worked because 
the stations have consistently raised more funds than Ck>ngress authorized as match. 

The Bill also calls for the restructing of the Board of Directors of the Ck>rporation 
for Public Broadcasting. I favor the proposed restructuring, such an action will 
streamline the Board and make it mucn more responsive to the needs of the 
American people, proposed Section 396(CX106). 

If we are to successfully insulate public broadcasting stations from either direct or 
indirect government interference tnen we must create a structure where the sta- 
tions have maximum freedom to serve their local communities. I suggest that this 
can be accomplished by reducing the role of the dJorporation for Public Broadcast- 
ing. The Bill you have introduced will increase the role of the Ck>rporation to such a 
degree that it literally will have the power to program the local broadcasting 
station. I believe we must share the ideal that the influence of Washington must be 
reduced and that local organizations are best able to determine the needs of the 
local communitv. Congress wisely instructed the Federal dJommunications Ck>mmis- 
sion to license broadcast stations for "the public interest, convenience and necessi- 
ty." License renewals are predicated on the degree of service provided the local 
community. The theme of localism has pervaded every megor piece of broadcast 
legislation and regulation since the "Radio Act of 1927.'' There is one exception- 
public broadcasting! I think the time has come to reduce the influence of the 
Washington bureaucracy and allow the local stations more latitude in deciding what 
programs should be produced with the taxpayers' money. By allowing the Ck>rporaT 
tion for Public Broadcasting to control the program funds earmarked for program 
production you have placed the program power in the hands of the CPB Board who 
may, but likely will not, have a brand of wisdom applicable to the needs of Arizona. 

'Therefore, I am asking that you and your colleagues consider limiting the activi- 
ties of the Corporation for Public Broadcasting to receiving monies appropriated bv 
Ck>n^ress and distributing it to public broadcasting stations. The Corporation will 
receive 1^ percent of the Federal appropriation for overhead and to carry out such 
other appropriate activities. The remaining monies would be distributed as follows: 

(167) 



Digitized by 



Google 



168 

18.5 percent of the total appropriation will be distributed to eligible radio stations, 
80 percent will be distributed to elii^ible television stations. Fiftv percent of the total 
monies distributed to eligible stations wm be divided equally, i.e., each station 
would receive a basic grant. The remaining 50 percent of the Federal monies will be 
distributed according to a formula to be determined by the Ck>rporation's Board of 
Directors; possible formulas include size of market served, number of people served, 
or size of budget. 

Of course, there will be critics who will raise substantial objections to the change 
in the role of the Corporation and the substantial reduction in the operating 
expenses and administrative overhead. The amount provided to the Corporation is, 
in my opinion, an adequate budget for its new role, in fact, it mav be more than 
adequate. The Corporation's role would be limited solely to the administration of 
Federal monies, the distribution of funds to the stations, the receiving of audit 
reports from the stations, presiding over the archives, and reporting on public 
broadcast activities to Congressioned oversight committees. Other activities such as 
those outlined in Section 396(gXl-4) (as proposed) are more appropriately accom- 
plished by the stations and the private sector. 

There are persons who believe that research and training are best left in the 
hands of a centralized Washington staff. Such individuals and lobbying groups doubt 
the sensitivity of stations to the needs of minorities and women and question the 
ability of stations to formulate research directions. Many wonder if stations even 
know what questions to ask! Such persons cedl into question the intecnitv and 
professional competencv of the hundreds of persons who work in the public broad- 
cast industry. At KUAT we have started a training program for our Mexican- 
American citizenry without resorting to the Federal dole to support it. In addition, 
for over 15 years we have had an ongoing research program supported by local 
funds, not monies received from Washington. There is no reason to believe that the 
success of these two activities would be enhanced by advice from Washington. I 
support Section 396(a) and heartily subscribe to the declaration of policy as stated in 
your Bill. Stations which do not subscribe to those principles should not receive tax 
monies. The new dJorporation Board of Directors might well require a percentage of 
the funds to be used for training activities by the stations, but this decision is best 
left to the local decision makers. 

The development of personnel and the supix)rt of program related research are 
important parts of the public broadcast station's program function. In order to 
provide stations with the flexibilitv to utilize Federal dollars in a manner designed 
to maximize program service to the local community, I propose that the Corpora- 
tion's grant to the stations be unrestricted. 

Supporters of public radio may object to my proposal because of the seeming loss 
of funds for the National Public Badio Network (NrR). There is no reason why NPR 
cannot become a station-supported organization similar to the Public Broadcasting 
Service (PBS). Such an action would not necessarily weaken, and would most likely 
strengthen, the public radio system. In addition, such action would stimulate public 
radio to secure underwriting for profframs such as "Morning Edition" ana "All 
Things Considered." Public television's "MacNeil/Lehrer Report" has been very 
successful at saining corporate support. 

Other attacks on the proposal are likely to come from those who believe that the 
amount of Federal money going to stations should be reduced rather than increased. 
In fact, the amount of Federal funds soine to stations will be increased, but the 
expenses to stations are also increased by the Bill's provision. Under your proposal 
stations will be responsible for paying the total cost of the interconnection system 
and payine the complete cost of copyright clearances. The amount of money to be 
made available to stations bjr the (Corporation is substantially decreased when fiscal 
1984 is compared with this nscal year. The new role for the Corporation will ensure 
that the Federal dollars will be translated directly into the production and distribu- 
tion of programs chosen by the local stations and designed to meet the needs of Uie 
people. 

liie proposed Section 396(kX9) limits grants to public radio and television stations 
to an amount not to exceed one million dollars. I support measures designed to 
ensure a fair and equitable distribution of Federal dollars and to reduce the tend- 
ency toward concentration of Federal resources into the hands of a few stations. 
However, the limit as proposed will severely compromise the ability of our national 

f>rogram producing stations to continue to serve tne system. I would suggest that no 
evel be formally established except that generated by the CPB Board as they 
determine the grant distribution. 

The substantial reduction in funds provided to public broadcast stations through 
facilities programs administered by NTIA will harm the system. Radio and televi- 
sion require expensive equipment which even with the most careful maintenance 
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wears out. The facilities program is oftentimes the only source of capital funds to 
which a small local station can turn. Recently we received NTIA grants which 
edlowed us to improve our service to southern Arizona. I request that the available 
funds be maintained at the present level of $23.5 million through fiscal 1984. 

The "Public Telecommunications Act of 1981" presents new challenges to public 
broadcast stations. We are asked to continue or increase our service to the people of 
this nation while at the same time operating with a decreasing Federed financial 
base. In order for public television and radio to continue to serve we must devise 
ways to stimulate private sector support of the system. This support must come 
from both business and individuals. I am suggesting that Congress enact legislation 
that will provide a tax credit eaued to a substantial portion of the amount of support 
which business and individuals provides to public broadcasting. Such legislation 
should be enacted concurrent with the "1981 Act." It is my understanding tnat such 
a business and individual tax credit program has been successful in the State of 
Michigan. Such voluntary contributions would encourage additioned private support 
of public broadcasting. 

I am requesting that you give full consideration to my proposals. They are made 
within the context of localism, maximization of service, and ultimate obliteration of 
financial support appropriated b^ Ck>ngress. Should vou, your staff, or that of the 
subcommittee have further questions, I am available for clarification. 
Sincerely, 

W. Boyd Rooney, 
Director of Media and Instructional Services, 

General Manager of KUAT-TV/AM/FM. 



Statement of Jon H. Cooper, General Manager, KNME-TV 

The bedrock of public broadcasting in the United States is the local station 
serving a local audience. Federal fundmg to support public broadcasting is vital and 
must allow for maximum decentralization and local determination. S. 720, as now 
written, does neither. 

Since 1967, federal support has plaved an important part in the financial strength 
of KNME. Located in Albuquerque, New Mexico, our station provides public televi- 
sion service to the people of Northern New Mexico, Southern Colorado, and North- 
eastern Arizona. It is unique in that it is licensed to the University of New Mexico 
and the Albuquerque Public Schools. The station has been on the air since 1958 and 
broadcasts approximately 6,000 hours a yecu*. It is well accepted by the viewing 
audience and traditionally ranks among the top 25 stations in cumulative audience 
reached. Recent research indicated we were reaching over 50 percent of the availa- 
ble audience during a given week. 

Our funding comes from several sources — state appropriation, public school, com- 
munity fund raising, and the federal government. This fiscal year (fiscal year 1981) 
the station's budget is approximately 1.6 million, with federal funds representing 
approximately 24 percent of that amount. 

Currently approximately two-thirds of our Community Service Grant (CSG) is 
used for program and production related expenses. Specifically, 18 percent is local 
production support, allowing the station to produce a daily public affairs show and 
cultural specials, 38 percent funds program acquisition, including almost 80 percent 
of our national programming purchases, 15 percent is used for station upgrade, the 
bulk of which funds programming staff and production equipment as well as profes- 
sional training and travel, and 29 percent ^oes to development and program promo- 
tion. Our use of federal funds is heavily directed to program related activities, and 
the unrestricted nature of the funds enhances its value to the station. 

We appreciate the support given public broadcasting by Congress in the past and 
applaud S. 720's continuation of multi-year authorization and two-yecu- advance 
funding, as well as extension of the facilities program for three years. 

We are, however, disturbed by the overall thrust of the bill, which reduces 
support at the local level and increases it at the national, restricts the use of funds 
locally, de-emphasizes the incentive mechanism, and centralizes rather than decen- 
tralizes. 

The proposed reduction in funding to the 110 million level in 1984 decreases 
federal funds by 36 percent. A 36 percent cut in our 1981 CSG would mean approxi- 
mately $120,000 less, which will have a profound effect on how we operate and the 
programming we provide our audience. Hours on the air would have to be cut. 
Fewer program acquisitions would be possible. Local production, the most expensive 
type of programming and the most difficult to maintain, would be reduced. 

With the effort to reduce federal funding overall, it is not our suggestion that 
public broadcasting not suffer cuts. However, if the system must face such dramatic 
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losses at the federal level, it is extremely important that the new authorization 
provide for the most productive use of the funding. S. 720 in its present form does 
not do that. 

First, the bill would do away with the matching concept for federal support. 

It is argued the match concept is not functioning. To the contrary, the match is 
the incentive for local stations to maximize alternative funding— individual contri- 
butions, underwriting, state funding. Though the ratio of the match may need to be 
adjusted, the concept of the match is critical to our ability to raise local funds. 

The bill also would set a cap on the amount a station could receive as a Ck>mmuni- 
ty Service Grant each year. The suggestion is that this cap would pass more of the 
fUnds to the "needy" stations in the system. This idea is worthy; however, initial 
calculations indicate that with a one million cap and a "pass-thru" of 60 percent at 
the 110 million level, KNME would receive only approximately $13,500 more than 
without a cap. 

An arbitrary cap of one million places a burden on larger stations, which develop 
much of the national programming needed by the system to attract contributing 
viewers, while passing onhr a modest ampunt back to individual stations. A more 
functional mechanism might be an adjustment in the base grant computing formu- 
la. This process can best be addressed by the stations and need not be mandated by 
lensiation other than to require that it be left to the stations. 

S. 720 indicates that migor stations could compensate for this cap through com- 
mercial ventures. It is also implied that all stations will similarly be able to 
compensate to some degree. While we support in large measure the lifcNBralization of 
rules that allow stations to generate income, it remains to be seen if these methods 
can develop sufficient funds to replace the amounts lost in markets other than the 
very large cities. We do feel, however, that on-air advertising would change the 
fundamental character of public broadcasting and would potentiallv endanger con- 
tinued funding through appropriation, both at the federal and state levels. 

In addition, approximately two-thirds of the television stations in the system are 
licensed to educational institutions or state entities. KNME is one of these. The 
liberalization of federal laws to allow for commercied ventures will not necessarily 
allow stations that are constrained by state and/or loced regulations to undertake 
commercial activity. In KNME's case, it is highly unlikely that the licensees of the 
station would edlow any income activity that would require them to file an unrelat- 
ed income statement with the IRS. 

The bill would also remove the requirement for interconnection support with the 
statement that the system is in place and operating. This is true, but the yearly 
service contract costs remain at approximately 11 million. There must be recogni- 
tion that these costs will continue. Presently CrB pays one-hedf and the stations pay 
one-half. If the stations are to pay that total expense, then the funds must be paraed 
through. 

A primary thrust of S. 720 is program funding, which would be a laudable goal if 
the mechanism allowed for local licensee determination and if sufficient funds were 
available. However, as it is now structured, the effect is to centralize program 
decisionmaking at CPB, while eliminating local input. Specifically, the bill would 
double the amount CPB would spend on programming, while removing any require- 
ments for CPB to use peer panels. At the same time the stations would receive 
substantially less in total CSG funds and would have their use restricted to "pur- 
poses related exclusively to production and acouisition of public audio or video 
programs". This restriction would be coupled with the need for stations to bear the 
total cost of interconnection and copyright obligations. 

With the prospect of reduced funding, efficiency is mandatory. Superstructures at 
the federal level should be kept to a minimum. This is not the time to strengthen 
the Corporation for Public Broadcasting's hold on local stations. 

We believe the system, through regional and interest group consortia of local 
stations, can develop its own structures to efficiently create programming on a 
national level. We also believe that interconnection and copyright matters can be 
handled by the stations if the pass-thru of funds is substantial. 

Quoting from the introductory narrative of S. 720, the migor intent of this 
reauthorization bill is to "first, insure the needed insulation for the broadcaster; 
second, foster the continued excellence in programming we all eiyoy; and, third, 
taraet the Federal dollar to existing system needs." 

To that end, we believe the bill should provide maximum pass-through to the 
stations on the order of 85-90 percent, insure that there is strong local involvement 
in national programming to insure that it is responsive to local needs and interests 
which stations can best determine, and limit the responsibility of CPB to fiduciary 
and accountability matters. 
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